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FARM PROGRAM—MILK AND DAIRY PRODUCTS 


MONDAY, FEBRUARY 24, 1958 


Untrep Srares Senate, 
SUBCOMMITTEE ON AGRICULTURAL PRODUCTION, 
MARKETING AND STABILIZATION OF PRICES OF THE 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
324, Senate Office Building, Senator Allen J. Ellender, presiding. 

Present: Senators Ellender (chairman of the committee), Hum- 
phrey, Aiken, and Young. 

Also present : Senators Symington and Thye. 

The Cratrman. The committee will please come to order. 

The subcommittee will hear testimony or evidence on the price sup- 
port level for milk and dairy products. 

The first witness this morning is Senator Proxmire from Wiscon- 
sin. Senator, the floor is yours. 


STATEMENT OF HON. WILLIAM PROXMIRE, A UNITED STATES 
SENATOR FROM THE STATE OF WISCONSIN 


Senator Proxmrer. Thank you, Senator Ellender. I am Senator 
William Proxmire. My State—Wisconsin—produces more dairy 
products than any other State in the Union. In recent years it has 
steadily accounted for about 15 percent of all of the Nation’s dairy 
products. 

Wisconsin will be the No. 1 victim of the dairy price support cut, 
announced by the Secretary of Agriculture to take effect April 1. 

This is why I will say nothing in this appearance about the major 
piece of legislation I will introduce in this session—my long term 
farm bill encompassing all commodities and featuring detailed legisla- 
tion for dairy farmers. It must be the time to spend every minute of 
a precious opportunity such as this pleading for survival. That 
means fighting fulltime, all out against the April 1 support cut. 

Because most Wisconsin milk is produced outside any marketing 
agreement area—beyond any protective umbrella of any sort—the 
April 1 cut would hit Wisconsin farmers directly, immediately, with 
full force, and with no recourse. 

University of Wisconsin economists have conservatively estimated 
that this reduction to 75 percent of parity will cost our State's dairy 
farmers between $48 million and $46 million a year. It will reduce 
their gross income by 8 percent. But because it will of course not 
diminish their costs it will slash their income far more, conservatively 
by a cruel one fifth. 

This reduction in income comes after a steady, relentless 5-year 
month-after-month squeeze in a relentless vise between falling dairy 
income and and skyrocketing farm costs. 
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The survivors of this dairy farm depression are by any standard 
efficient and hard-working. 

They have earned time for this Congress to take a good, long, hard 
look at what has become a ruthless and destructive farm marketing 
system and to pass legislation correcting it. 

There are a number of excellent bills introduced and before this 
committee which would not only increase dairy farm income, but do 
so at a lower cost to the Nation’s taxpayer than the present farm pro- 

ram, and without sacrificing the farmer’s freedom. But everyone 

ows that none of these bills will be passed and signed into law 

before April 1. What we need is time, what we need is the enactment 
of legislation to stop the support cut. 

The reduction of dairy price supports to 75 percent of parity will 
not only lift hundreds of millions of dollars of urgently needed in- 
come out of the pockets of the Nation’s dairy farmers, it will keep the 
dairy producers of America on the same endless treadmill of overpro- 
duction and underconsumption which has been so destructive in the 
last 5 years. 

This cut will not reduce dairy production. The proof of this is 
overwhelming. For 5 years dairy prices have been falling—steadily 
year after year. 

During the same 5 years dairy production has been rising relent- 
lessly and regularly until it is now a full 10 percent higher than in 
1952. 

Dairy production in 1952 was 114.7 billion pounds. Last year it 
was 126.6 billion pounds. Obviously lower farm prices for dairy 
products will not cure the farmers’ plight by diminishing supply. 

This cut will not increase milk consumption. Again the proof is 
irresistible. The only way lower farm prices for Soins production 
could increase dairy consumption is through per capita retail sales. 
But since 1952 while the farmer has been getting less and less, the 
housewife has been buying less. . 

In 1958, per capita consumption of dairy products was 694 pounds. 
Last year consumption was 680 pounds, a drop during the 5-year 
period of 2 percent. 

Fluctuation of per capita consumption was slight during this 
period. But it is overwhelmingly clear that slashing dairy farm in- 
come will not help the farmer by increasing demand. 

The consequences of this cut will be bad for dairy farmers imme- 
diately. The consequences will be progressively worse in the future. 

The consuming housewife will not benefit. 

From the standpoint of the national interest, this would seem to 
be the worst possible time to cut dairy price supports. The economy is 
already in a slump. It would be hard to find a worse time to shove 
farm income down. Past depressions in this country have been farm- 
led and farm-fed. The farmer is an important consumer. Certainly 
in his present plight this cut in dairy price supports will mean a dras- 
tic and immediate cut in his purchases. Of course the Wisconsin 
economy will be especially hard hit. But the consequences will be 
national. It would be hard to find a more effective way to give the 
economy a downward shove, because we know very well from past 
experience that this reduction in farm income will not be balanced 
by a reduction in the prices housewives wili pay for their milk. 
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We know this support cut, if it goes —— will do one thing. 
Tt will play an important part in decreasing dairy farmer purchas- 
ing and the business income and jobs that directly depend on it. 

I can’t stress the timing of this support cut strongly enough. This 
Congress may be on the verge of doing a number of things to snap 
the economy out of its slump. 

Many of these proposals are good and constructive. But certainly 
the wise and conservative action at a time when the economy is get- 
ting into serious trouble is to hold onto the income-protecting safe- 
guards we already have. 

There is no antirecession measure that would do more for its cost to 
help the economy than action by this committee to arrest the threat- 
ened cut in price supports. 

Mr. Chairman, I would just like to say one other thing in conclu- 
sion, and that is that this recognition of the effect of falling farm 
prices on the economy is not just confined to farmers and their repre- 
sentatives and to those of us who have been elected in farm States. 
T have been delighted by the fact that chambers of commerce through- 
out Wisconsin—for example, in a little town of Barneveld and in 
Mount Horeb—have wired me or written me urging me to do every- 
thing I possibly can to prevent this cut in price . for dairy 
pendelss This is not confined to the small villages. The agriculture 
committee of the Chamber of Commerce of Fond du Lac, Wis., a 
substantial city, which relies on many things besides farmers for its 
prosperity, has wired me similarly. 

From Ripon, Wis., which claims to be the birthplace of the Repub- 
lican Party, a city that has always been very conservative, the cham- 
ber of commerce has wired saying that the effect of this farm price 
cut is going to be most unfortunate on the economy of Ripon. So 
this is something that I think business people, as well as farm people 
and their representatives, are recognizing will be timed very badly if 
it is put into effect now. 

The Cuatrman. Senator Proxmire, have you any figures to indicate 
the amount of losses to farmers all over the Nation that this will 
cause if it goes through ? 

Senator Proxmire. Well, if we do not have it right here, we can 
calculate it very quickly and have it for you this morning. The way 
we figured our losses here, of course, was to take the amount of pro- 
duction and put it on the basis of a reduction, roughly, from $3.25 
per hundred to $3 per hundred and apply it to the Wisconsin produc- 
tion of milk. 

The CHarrman. You say Wisconsin produces about 15 percent of 
the milk produced in the country—that is dairy products—I presume 
you mean ? 

Senator Proxmire. Yes, sir. I see your point, Mr. Chairman, and 
I think that that calculation should be, as far as I know, a perfectly 
proper one. 

In other words, to apply the 15 percent and determine how much 
o a “f it would be for farmers all over the country with 100 percent 
affected. 

In other words, if 483 million to 46 million is 15 percent, then 100 
percent, all the dairy farms, not just the Wisconsin dairy farmers, 
affected, the result would be in the order of 6 or 7 times this amount, 
about $250 million. 
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The Cuarrman. The main sufferers, then, would be Wisconsin, 
Minnesota, and other dairy producing States that produce much more 
milk than they can market in their respective areas. 

That is correct, is it not? 

Senator Proxmire. That is correct; yes, sir. 

The CuarrMan. You do not have any figures then—I am going to 
try and get them from the Department—to make a determination as 
to who would be the sufferers if this program goes through. 

In order to have the record show the aman that were sustained by 
the various commodities, I pointed out last week that the entire losses 
sustained by the Commodity Credit Corporation in its price-support 
program for all of the basic commodities, which includes corn, cotton, 

eanuts, rice, tobacco, and wheat, was $1,928,009,000, whereas the 
osses sustained, that is the cost. of price supports to the Commodity 
Credit, in dairy products alone, was $1,547 million. 

In other nt only 400 million less than supports on all the other 
commodities put together. 

Now the question I want to pose to you is: How far should we 
carry this along with respect to this one commodity ? 

Senator Proxmire. I think that is a perfectly proper question. 

The Cuarrman. I just want to get all the facts out for the commit- 
tee to study them. 

Senator Proxmime. I think that is an excellent question, and I 
would agree that we cannot go on this way and I think we cannot go 
muct further with a system that is going to provide such substantial 
losses and impose such burdens on the taxpayer, but: I would suggest 
that we need time in order to enact legislation that can provide for a 
different and more constructive way to handle our marketing system 
that would not burden the taxpayer the way wedo now. 

The Cuarrman. That same suggestion has been made to this com- 
mittee for the past 3 or 4 years. 

Senator Proxmire. I am sure it has. 

The Cuarrman. Simply give us a little time and we will get things 
so arranged that these costs will be decreased. 

As I pointed out on many occasions, there seems to be no method 
by which you can curtail production as you do in the harvesting of 
corn, cotton, or other commodities. There you can decrease acres 
and try to make production meet as near as possible the requirements, 
but in the case of dairy products, as you pointed out, the increase has 
been from 114 billion pounds to now 126 billion pounds, and I found 
on quite a few occasions where farmers are eager to produce butter, 
are eager to produce dried milk and things like that because they have 
a ready purchaser for it. That is Uncle Sam. I have advocated for 
the past 3 or 4 years that some more effort be made to have more raw 
milk sold to the consumers. 

Senator Proxmire. I would simply say that I think the methods 
are there. The methods, of course, as you so wisely point out, cannot 
be on the basis of acreage restriction with milk because you have a 
different kind of commodity. 

It has to be on the basis of something like quotas. 

Our farmers in Wisconsin recognize this. They are perfectly will- 
ing, overwhelmingly willing on the basis of their representations of 
their organizations to submit to restrictions, whether it be on some 
kind of a thing they call a self-help program, whether it be on a 
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democratically effected referendum. I know you do not want me to 
go into details of this kind of thing because it does take a lot of time 
to justify and explain in full. But I am convinced that they will 
accept quotas on the basis of their production in the past and on the 
basis of freeing the very small farmers, the family farmers who have 
a couple of cows, from this kind of restriction, on the basis of leavi 
enough open, 3 or 4 or 5 percent at the discretion of the Sesietaeyel 
Agriculture, so he can have some free entry, and doing this in a way 
which I think will provide quite a bit of freedom for the farmer, but 
will permit him to do what everybody else does in the economy, which 
is to tailor his production to what is needed. 

It is so ridiculous to have a situation which, because there is a 3, 4, 
5, or 6 pereent surplus, the price drops right through the floor. 

The Cuarrman. That is usually the case. 

Senator Proxmire. Exactly, that is right. In steel you have a 
situation now where the steel companies are producing a little over 
50 percent of capacity, maintaining their price. 

_if they produced at capacity they’d have an impossible marketing 
situation. 

The CHarrman. Now to what extent will this change affect the 
prices of milk that is sold through marketing agreements? 

Senator Proxmire. You mean the price-support cut ? 

The Cuarrman. Right. 

Senator Proxmire. It is my understanding—you undoubtedly are 
more familiar than I am with your great experience in this field, but 
with the relatively limited experience I have had, it is my understand- 
ing that these things are tied very closely together, and that the mar- 
keting agreement prices depend to a very great degree on manufac- 
tured milk prices. 

The CHarmman. That is what I wanted to bring out. I presume 
there will be somebody here who will testify about that in detail 
so as to give the committee the effect that this price cut on the sale 
of milk at wholesale will have upon retail prices under the marketing 
agreements. 

I think it would be important to have someone put in the record 
something as to the effect that such a cutback will have on marketing 
agreements. 

Senator Proxaire. I agree with you. I think that is extremely 
important, because otherwise, as you imply, the effect of this cannot 
be measured. Otherwise in these States where most of the milk goes 
into the fluid market and under a marketing agreement the farmer 
might not suffer any reduction at all, but. we know from past experi- 
ence he almost certainly will and it will be in the same order as this. 

The Cuarrman. All right. 

Any further questions ? 

Senator Youne. I would like to ask one. Are most of your dairy 
producers in Wisconsin small family-type operations or do you have 
many large operators in the dairy business ? 

Senator Proxmie. It is almost entirely family-type operation. Our 
typical farm is about 160 acres, something of that kind. There are 
very few farms that are over 200 acres, very few, and virtually none 
are bigger than family size. 

I have been in every county at least a dozen times, but I wouldn’t 
name 8 or 4 farms that are more than a family size. 
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Senator Youne. That was the feeling I had, and for that reason I 
think the dairy price supports are awfully important in maintain- 
ing these smaller farms. 

A farmer in the dairy business can operate on a comparatively 
small scale and compete with the big operators better than in most 
other agricultural fields. If you really want to help keep the smaller 
farmers in business, there is no better way of doing it than to help 
the dairy farmer. 

Fae nea Proxmire. I would agree with that 100 percent, Senator 
oung. 

Senator Arken. Senator Proxmire, in the event that there were 
controls put on the production of milk, would you be willing to have 
a@ minimum amount of production fixed for commercial dairymen? 
I understand what you mean about the 1- and 2-cow dairy. They 
should be exempt completely. But would you have a minimum fixed 
for the commercial dairymen, too? Would you be willing to go along 
with that ? 

Senator Proxmire. Yes. 

Senator Arken. Below which they could not be cut ? 

Senator Proxmire. Yes; I think the way we do it in the bill that I 
have introduced is to leave quite a bit of discretion with the Secre- 
tary of Agriculture, but it should be determined on the basis of per- 
mitting the small operator who maybe supplies his little village or 
something, but we want to limit of course the commercial farmer all 
the way up and down the line if you are going to get any kind of 
an effective limitation on production. 

Senator Arken. But you would have a minimum. 

Senator Proxmire. I would have a minimum; yes, sir. 

Senator Arxen. For instance, if it were determined that you should 
cut production 20 percent and a man had 12 cows, you would cut 
him to 10? 

Senator Proxmire. The limitation would depend on his quota, and 
it would permit a minimum as you suggest so that the smaller farmer 
would have that advantage. 

A fellow, in other words, who had those 5, 6, 7, 8, 10 cows would be 
in a better position to maintain his production than the fellow who 
had 25, 30, or 40 cows. 

Senator Arken. You might just as well kill them to cut him below 
8 cows, say. 

Senator Proxmrre. Except of course you would recognize that 
even the fellow who has 8 or 10 cows would be infinitely better off 
with a limitation that will give him a fair price; his net income will 
be much better, his gross income will be much better on the basis of 
all experience, if you limit production so he can get a fair price, 
even if you curtail his production a little bit. 

Senator Arken. Would you base his rating on butterfat production 
or milk, or how? 

Obviously it wouldn’t be on number of cows because that would 
not be quite fair. 

Senator Proxmire. You’d have to do it on butterfat production. 

Senator Arxen. On butterfat? 

Senator Proxmire. On total milk production. You could not do it 
on the basis of number of cows. 
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Senator Armen. You would have to do it on one or the other. If 
you made it on butterfat, you might run into a little argument be- 
tween your yellow cows and your black cows, If, for instance, they 
were permitted to produce 200,000 pounds of milk, then there would 
be an incentive to switch to Holsteins from Jerseys, or Guernseys 
or even Brown Swiss. If you made it on the butterfat content, there 
would be an incentive to switch the other way. That is all the com- 
ment I had in mind; I just wanted to point out some of the difficulties 
that would lie in the way. 

Senator Proxmire. I do not mean to minimize the difficulties at all. 
I think they are very real and genuine but I think they are soluble. 

Senator Arken. And there would have to be quite a lot of executive 
discretion. 

Senator Proxmire. Absolutely. 

Senator Arxen. That is all. 

The Cuarman. I know we have had quite a bit of difficulty in 
trying to solve it, I can tell you that. Up to now we have not suc- 
ceeded too well. 

Any further questions ? 

Senator Humpnrey. Yes. 

The Cuamman. Senator Humphrey. 

Senator Humpnrey. First, I want to commend Senator Proxmire 
not only for his statement, it is brief, to the point, and makes good 
sense, but also for his continuing energetic and active and construc- 
tive interest in the problems of the dairy farmer. 

We have the same type of problems, Senator Proxmire, as you 
have in the State of Wisconsin and very much the same in upper 
New York State, the New England States, Ohio, California. ere 
are a number of dairy producers. Dairying is becoming much more 
generalized than it used to be. 

One point that needs to be emphasized is the conservation aspects 
of dairy farming. The best conservation in the world is practiced 
on a dairy farm. We pay other people who run row crops, we pay 
them for conservation, and yet dairy farmers generally receive very 
little or no payment for conservation. I think this is a point that 
needs to be emphasized, because we pay out a good deal of money 
for acreage reserve, for conservation reserve, for the so-called ACP 

rogram. I am for these programs, very strongly for them, and my 

arm people in Minnesota banetid from them and so do yours in Wis- 
consin, but the dairy farmer receives actually less consideration under 
the payment programs than any of the other type farms. 

Now there is another point that I think needs to be emphasized 
here. I pointed this out when the first cut was made in dairy prod- 
ucts. I predicted in the Senate that there was going to be some 
skulduggery when they dropped the supports from 90 to 80 percent 
of parity, whatever that first drop was. 

said that every creamery, every producer would have to unload 
his products on the Government, because he could not afford to be 
caught with an inventory that was going to take about a 10 percent 
whipping overnight. 

I wasn’t accusing anybody, I was just stating a matter of fact. 

Now that is what the Department of Agriculture is going to do 
again. The Government is going to drop the support price, and every 
single producer of butter and cheese and any processed dairy product 
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is going to have to dump it on the Government, because they will have 
to clean their inventories. 

This is open price manipulation by the Government. If it was done 
in private industry they'd have them in jail. We have laws against 
this kind of criminal price manipulation. You know that, don’t you, 
Senator ? 

Senator Proxmire. Yes, sir. 

Senator Humpnrery. If the Borden Co. itself or if General Motors 
or if Wrigleys Spearmint manipulated price on the basis of this, they 
would be under criminal indictment under the Antitrust Acts such as 
the Clayton Act and Robinson-Patman Act. Then we’d sue them for 
triple damages. This is something that hasn’t been brought out. This 
is open price fixing, price manipulation with price fixing, and I pre- 
dict again—and I want this record to be quite clear about it—I wil! 
predict again that the Comptroller General’s office will have to make 
another investigation like it did last time. The last time there was a 
$5 million swindle and a $5 million scandal. 

Senator Proxmire. I remember that very well. 

Senator Humrnrey. And it will be bigger this time, because you 
just simply cannot help it. What happens is the Government does not 

ave the warehousing. What it does is to buy up under the price- 
support program at higher prices in March, leave it in the same place 
that it bought it and holds it through April. The Government itself 
extends an invitation to abuse of the law. 

This dairy price cut is going to cost us millions of dollars, and I 
want to say very candidly that I think that my colleagues, my own 
senior colleague from Minnesota and others, have demonstrated cate- 
gorically that there’s no dairy production problem as such. 

We are beating this problem. We are beginning to liquidate this 
problem if we are left alone, but you tamper around with this and you 
are going to get into more trouble. 

Now, Mr. Chairman, you said there is $1,500 million worth of price 
support losses. 

The Cuarrman. That is costs. 

Senator Humpnrey. Since when, Mr. Chairman ? 

The Cuairman. That is from October 17, 1933, through November 
30, 1957. Of course, the program as far as dairy products didn’t start 
that far back. 

Senator Humpnurey, But that is the whole period of the law. 

The Cuarrman. That is right. That is, it covers if you will recall, 
Senator Humphrey, price supports started on basics. It was only 
later that dairy products were added, and this cost to the CCC to 
which I referred started, I think, sometime after World War IT as 
far as dairy products are concerned. 

Senator Humpurey. However, as we indicated the other day, so the 
record may be clear, the CCC costs include the milk program to the 
veterans, and milk program for schools, 

The CuHatrman. Yes, I said CCC costs. 

Senator Humpurey. I just want to make clear again that: this in- 
cludes the milk program for the schools, the overseas program for our 
church groups. 

The Cuatrman. That is right. 

Senator Humpnrer. Which program, by the way, does more good 
than all the military assistance put together, save for NATO. 
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The Cuairman. Why do you exclude NATO? 

Senator Humpnurey. Well, I think NATO is the grandest alliance 
we have, I will stick with that, but insofar as overseas aid is concerned, 
I want to say very categorically that this milk is the one product that 


they need more than anything else. Now, what else do we include in 
there, school lunch ? 


The Coarmman. Armed services. 

Senator Humpnrey. Armed services, and the day camps. 

The Cuarrman. Yes. 

Senator Humpnurey. All of that. 

The CHarrman. All those new programs, 

Senator Humenrey. I just spoke to Mr, Kendall. I was going to 
ask that we have a breakdown as to what this $1,500 million is about, 
because to my way of looking at it we are again in a situation where 
some of these costs were directed by the Government for purposes other 
than just price-support operations. 

(The information referred to above is as follows :) 


United States Department of Agriculture—Realized cost of the dairy price-sup- 
port program for the period Oct. 17, 1938, through Dec. 31, 1957, by program 


Program 


Amount, 
Gain or loss on sales of CCC price-support commodities: millions 
OAS ReneS, ORDONC coe ee a eee $110. 1 
Dollar sales, domestie. uw Le 106.6 
Rerte cies dai piel eee ee eee el she 3 
Pabme tan ee Get 8 ca ntalipsansianen 1.4 
Public Jaw 460. tithe Tiiiie eeeendGnedcnnneaneabinnnteenios 12.4 
es i ae gins areca Nip aos pc hc sensi oro anepsdenes bed oepeconmemanmenamaaes at 
See! *SRs Loo UL OU Lo UU el es 6.4 
Others o. wiis-Jon Josh ets io do ollie eed 78.1 
OE tmnt intl ee pci iE Sl A eee 299. 4 

Cost of CCC price-support commodities donated and payments made for 

the increased consumption of fluid milk, Public Law 439, 81st Cong., as 

amended : 
Sec. 202 (armed services and veterans) ---..-..----_____-..-_-____ 97.6 
Sec. 202 (increase consumption of fluid milk) ~-._..---.._-__-____ iat, Me 
Sec. 416 (needy persons, institutions, etc.) : 

Donnie 34.63)-15<-o1. coins Jb weliosii J 2a, 9 SIG, € 
ORO a een bce easdins aeteenataasgel bhai enna 742.8 
NN 5 cece cphiee ne eesti tanner tile Ran oc aan Re 9 
Subtotal! eile hee RS Ae EE a Se 1, 264. 8 
=———_—_ 
Other. programs SAT UsMCU IR. bie cpe dans cee Saceee element witehen eile 1.4 


, =a 

Total CCC nonrecourse loan purchase and payment programs__.. 1,563.8 
Donations of commodities to other nations (Public Law 480, title IT): 

Subtotal: Public Law 480, title II 


ahh eb LMS eehabR EER SS dementias kiln, 71.2 
== 

Commodities sold for foreign currencies under Public Law 480, title I: 
RIINOCIRE mics oo ee ihe a wcieredalpsabtenigy dle pct bbciga tan Sa Sones chilean aaa eat 24.1 
Less: Foreign curencies collected_____...-2--L---_. el 16.1 
Subtotel,. Public Lsw 480 nn sis ee caceigecnpinn aebasetiadeltenes 8.0 

Removal of surplus agricultural commodities: Cost allocable to specific 
cehomeditied, See. $3.2 20 td ALO eh AE LOE 458.9 
Acreage allotments and marketing quotas: Subtetal_.___...___ 5 
Total realized. cost....- 212-2. sce peseela ices Le credence ds 2,102. 4 


1 Denotes gain. 
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Senator Proxmire. I would like to say I think Senator Humphrey 
makes an excellent point, and one I should have made, and one we 
have in the bill I have introduced, and that is that we must recognize 
that milk serves an enormously helpful a op at a—what is called a 
cost to the Government, but what is actually of great benefit to our 
schoolchildren, to our veterans, to our overseas alliances, to people in 
foreign lands which is a mighty important part of our whole foreign- 
policy program, and that it is extremely unjust and unfair to charge 
the dairy farmer with this entire cost. 

The CuHatrman. Senator Proxmire, I understand that perfectly. 

Senator Proxmire. I am sure you understand it, Mr. Chairman. 

The Cuarrman. And as I indicated from the beginning this in- 
cludes price-support costs to the CCC only. What I was trying to 
emphasize was that the dairy-products program, price-support pro- 
gram, went into effect soon after or during World War II, and my 
point was simply trying to show that this 1 commodity alone caused 
the price-support cost to CCC to be augmented to the extent of $1,547 
million, in contrast to $1,928 million for all others put together. 

That was the comparison I was trying to make, you understand, not 
trying to show that it should be all charged to the dairy products. 

I agree that these costs should be separated without question. 

Senator Proxmire. In fact, I would go much farther, Mr. Chair- 
man, and point out that we can eae improve, certainly, in the 
overwhelming national interest, greatly improve and expand our milk 
programs. 

Our school-milk program is disgracefully inadequate. It should be 
far greater than it is in terms of the health of our children. The 
overwhelming proportion of our children do not get any of it in our 
school-lunch program. 

Certainly our foreign programs in view of the abundance of milk 
here, and it is of big value, as Senator Humphrey has mentioned, can 
be expanded, and should be. 

Under those circumstances it is very doubtful on the basis of figures 
I have seen that we would have any surplus of dairy products or 
should have had over the past few years. 

The Cuarrman. Of course, it is nice to say that, but should the 
Government bear it all ? 

Should the Government bear the expense of supplying milk to peo- 
ple abroad? That is what I am asking. In other words, I am sure 
that we could probably cma of all the milk we can produce if we 
want to give it away abroad, but I am not one that wants to do that. 
I can point out many other ways and means of disposing of our sur- 
pluses, but. the effect that will have on our economy is what is dis- 
tressing to me. I merely point this up to show that Congress has 
done quite a bit up to now for the dairy people, and personally, I 
took the position back in 1937 when I first came to the Senate that in 
price supports we ought to relegate those supports to commodities 
whose production we can control and that can be stored. Of course, 
there ought to be some ways and means devised so as to curtail the 
production of milk. 

Senator Proxmire. Exactly. However, I do feel that the first thing 
you have to do is to take care of your responsibilities both domestically 
and internationally, and after that I think you should be in a position 
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responsibly to curtail excessive production if you are going to have 
price supports. 

Perhaps I disagree with my distinguished colleague on that who 
has so much more experience and wisdom in these things than I have, 
but I would agree that you can and should do both. 

The Cuatrman. The record will show that every time that matter 
came up for the past 3 or 4 years, we had the promise from the dairy 
industry or dairy representatives that efforts would be made to do 
what I suggest, but instead the production is increasing and the cost, 
as I say, to the Commodity Credit is likewise increasing. 

Senator Proxmire. Mr. Chairman, Wisconsin is the outstanding 
dairy along with Minnesota and Missouri in the country, and I am 
positive from having talked with literally hundreds of farm leaders 
Bans State—we had a big conference very late last fall—on my 

ill. 

I am sure that they are perfectly willing to submit to quotas. They 
know they must do this. They are anxious to do it, on some kind of 
a self-help basis, if it will give them the law, they will certainly put 
it into effect and it will take a big load off of the back of the taxpayer 
and they will do it certainly in the great interest of our whole 
economy. 

The CHatrrman. We have a self-help basis a before us for 
the past 4 or 5 years, but in my judgment, as I pointed out, it is not 
self-help because the so-called self-help basis calls for Congress to 
put up, I think, a half billion dollars to be operated by a corporation 
that will have legislative authority. That is the weakness in my judg- 
ment of the self-help program. 

Now of course we won’t discuss that now. 

Senator Proxmire. All right, sir. 

The Cuarrman. But I hope that the program is far different from 
what has been submitted here in the past 4 or 5 years, because if it is 
the same kind of a program, I doubt that it has a ghost of a chance 
to pass the Congress. 

enator Arken. Mr. Chairman, I would just like to insert a word 
of caution against any plans for cutting dairy production in the near 
future or even in the distant future, because if the preliminary figures 
released a couple of days ago by the Department of Agriculture are 
correct, the consumption of daiy products in this country increased 
over twice as fast as the production did last year. 

When you stop to think, with the population increasing 3 million 
a year, and consider the fact that it takes 4 to 5 years to produce a 
dairy cow—— 

Mr. Humpnreey. That is right. 

Senator Arken (continuing). ‘To give milk, we had better go easy 
on cutting production. 

Senator Proxmime. Senator Aiken, I would agree with you. All ] 
would say is that we should have an opportunity for a standby law 
so that if we do move into a situation of surplus you do not have 
devastation and havoc among dairy producers, so that the bottom 
does not drop out of their prices. 

These are situations that I would agree are temporary. Our popu- 
lation is increasing, and I think that certainly we are going to need 
more dairy production in the future. 
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On the other hand, we have had experience now for 12 years— 
or certainly for the last 3 or 4 years, particularly—where we are re- 
lying on our traditional marketing methods. “There just has been 
great injustice to our dairy farmers. (loi 

Senator Arken. I do not think we have been relying on them. Our 
dairy farmers have been putting up a good many.mullion dollars of 
their own money in new markets and they have done it very suc- 
cessfully. b- 

Senator Proxmire. They certainly have. 

Senator Arken. With Government help very properly they have 
expanded the use of dairy products overseas.. I think we may have 
to subsidize the export of milk powder to foreign countries for a long 
time to come. I think it is good business internationally and domes- 
tically to do that. C 

I do not think we have got to worry about overproduction of 
other dairy products very long. ovis 

For instance, have you noticed that the consumption of cheese is 
apparently shooting up as a result of the high price of beef and 
other meats? I think that is the cause of it. 

Senator Humenrey. And as the result of the emphasis upon protein 
in your diet, too. 

senator AIKEN. In spite of the fact that we had 600 million pounds 
of Government-owned cheese 3 years ago, that is down to 140 or 150 
million pounds. This year could conceivably see the end of it the 
way itis going. If they just cut loose and use it in the many ways it 
can be used. 

Senator Proxmire. Then just let me make this point. That the 
important thing is to stop the reduction in price supports at this time. 
Whether you take the viewpoint that we are going to have a great 
increase in consumption, total consumption, so that you are going 
to need this production, or whether you take the viewpoint that maybe 
you will come in with an alternative system that will permit you to 
at least have standby quotas—whichever viewpoint you take, it seems 
to me it makes sense, it is just, it is fair, it is needed to have a limita- 
tion; I méan to stop this price-support cut that Secretary of Agricul- 
ture Benson is threatening. 

Senator Aiken. I do agree with the Secretary a cut in the price 
will cut the production with the price of the old cow up 18 or 19 cents 
a pound now for hamburger and other purposes. When you cut the 
price some you will cut the production. 

I don’t agree that a cut in production is advisable, however, because 
we can cut it and it takes 4 years to get it back, and we could get in 
trouble in the meantime. 

The Cuarrman. Senator Proxmire, I do not want you to misjudge 
me by the questions I am asking. I have been a supporter of this 
program throughout, you understand. 

Senator Proxmire. Yes, sir. 

The CuarrMan. I am just trying to bring out the facts. Now since 
you have been on the witness stand I have had our economist produce 
the data that I asked you about. 

Let’s take Minnesota and Wisconsin. Those are the two States that 
I mentioned in regard to the CCC purchases made. 
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The take of nonfat dry milk, the entire amount, was 850,481,000. 
Minnesota accounts for 302 million of that, plus 292 in Wisconsin. 
Those two States account for almost 600 million of the 850 million 
that is taken over by CCC—only two States. 

That is what I was trying to point out. Now, in the case of butter, 
the total United States purchases on butter were 173,489,000 pounds. 
Minnesota accounts for 50,366,000, and Wisconsin 11,729,000. That 
is not quite half of the butter, purchased by CCC, came from those 
two States. 

Senator Humpurey. How much was Minnesota? 

The CuarrMan. Minnesota was 50,566,000 pounds. 

Senator Humpurey. Of butter? 

The CHarrMan. Yes. 

Senator Humrurey. Who ever got that were the luckiest people in 
the world. That is undoubtedly the nicest butter that was ever 
produced. 

The CuatrmMan. Now in the Cheddar cheese line, the amount pur- 
chased by the Federal Government was 241,496,000 pounds. is- 
consin accounted for 161 in round figures of Cheddar cheese whereas 
Minnesota accounted for 9,851,000. That confirms the view that. I 
entertained; that is, that those two States accounted for most of the 
purchases by the CCC, a good deal of the purchases I may say by 
CCC, particularly in dry milk. 

When you consider that in the dry-milk program the entire pur- 
chases were 850 million pounds and those 2 States accounted for 600 
million pounds and the rest of the States were the 200 million, you 
see the picture of the program. Without objection, I will ask that 
this statement be put in the record at this point. 


22062—58—pt. 4——-2 
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(The statement referred to is as follows :) 


OCC purchases, 1957 


F pe 
28382 





Average price of purchase (per pound) 





1 Spray. 
2 Roll. 


Fes, 24, 1958 


Senator Humpurey. Of course we recognize the validity of those 
statistics, Mr. Chairman, but you see what has happened—and I am 
not trying to condemn what has happened, I merely point out that 
what has happened—where you have established milk marketing or- 
ders you literally impore tariff walls. 

The Cuatrman. That is the point I am making, Senator. 

Senator Humeurey. Between the shipment of these commodities. 

The Cuarrman. The trouble seems to be in those two States pri- 
marily. 

Senator Humpurey. Because we are excess producers. 

The CHatrmMaNn. Practically speaking, in the rest of the country 
they are able to form milk marketing agreements for certain areas, 
and they seem to fare a little better in the production of milk, I mean 
in the sale of their milk. 

Senator Humpurey. But you see what I am getting at, Mr. Chair- 
man, this is traditional production for us just like iron ore is. We 
do not use all the iron ore we produce in Minnesota either, but I want 
to say if we cut it off some of the rest of the country would surely be 
in trouble. In this instance we are national producers in the dairy 
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commodity field by the terrain, by the cattle, by the historic produc- 
tion. 

What has happened is that as population centers grew in the east- 
ern seaboard and the Western States, these dairy marketing areas in 
which literally tariff walls were erected to prevent the shipment of 
dairy products. 

Now they were established originally for fluid milk. Take th 
Denver marketing order established for fluid milk at a Prod high 
price, but what happens is they not only produce fluid milk but they 
produce excess and it goes into mitifactaneiahy milk. It goes into 
processed products. 

I understand that these are good producers, but they have a good 
high market price for fluid milk that goes to the consumer in the 
bottle or carton and then the surplus keeps showing up every year in 
terms of the manufactured milk. 

We do not have that much population and we produce excess milk 
for our population and it goes into manufactured products. 

Senator Youne. I understand there are some 30 or 40 cities like 
Washington that have a barrier against all milk coming in, whether 
it is canned or what not. 

Senator Humpnrey. Yes. 

Senator Arken. I might say I saw the Senator from Minnesota 
looking in my direction when he was remarking on the order areas 
producing surplus milk. 

Senator Humrpurey. If it was it was by accident. 

Senator Arken. The New England markets produced 27.6 percent 
class IIT milk which:goes into manufacture. 

They have to have 20 percent surplus in order to be able to fill their 
orders on special occasions and special days. 

Senator Humpnurey. Yes. 

Senator ArKEN. So we do in New England as a whole, produce 27.6 
percent excess above our needs, but the Chicago market runs some- 
thing like 50 percent, I think, the year around. 

Senator Humpnurey. It did not start out that way. The intent was 
that, but it was expanded. 

Senator Arxen. Your real trouble is transportation costs, I think. 

Senator Humpurey. That is a very important factor. 

Senator Arken. $2 a hundred? 

The Cuarrman. In this statement which I just put in the record, 
I notice that Illinois leads the way in sales of butter to the CCC, that 
is CCC purchases 71,907,000 pounds. I am wondering what accounts 
for this. 

Senator Arken. Chicago butter. 

The Cuatrman. Now, why is it that there is so much more cheese 
produced in Wisconsin than in Minnesota and then so much more 
butter in Minnesota than in Wisconsin that goes into the commodity 
credit? 

Senator Humpnrey. We have hundreds of small creameries. Many 
of them are cooperatives. They are the very heart and core of what 
we call free enterprise. Our people are not monopolists. ‘They do 
not like bigness. This is the simple truth. They are good, solid 
Nordic, Scandinavian, Czech, Bohemian type of stock of people and 
they just like to have their little businesses, that is it. It is about 
as noble, may I say, as the Old and New Testament. 
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» The CHatrman. Why should there be more cheese produced in 1 
area or in 1 State than the other? 

Senator Humpurey. I think by tradition more or less. 

The Cuatrman. Is Wisconsin cheese better than Minnesota cheese? 

Senator Proxmime. I think that is true. There is no question about 
that. 

Senator Humrurey. May I amend the statement to the effect to say 
that the finest product that you can get’ is good, wholesome, nutritional 
butter? Weare very sone of our butter. 

The Cuarrman. [thought I would get a rise. 

Senator Humpurey. Watch out for this fellow, He.is going to 
divide and conquer. 

Senator Arken. Mr. Chairman, I want to stand up for Wisconsin. 
Wisconsin does produce more butter than those figures indicate, but 
Wisconsin ships its milk to Chicago and the excess milk is made into 
butter in Chicago and charged up to Illinois rather than Wisconsin, 
and that is why Illinois = 71 million pounds sold to the CCC and 
Wisconsin only llor12. I think that isoneexplanation. 

Senator Proxmire. And also, of course; we have cheesemakers who 
have settled in Wisconsin from Europe who have specialized in this 
and are very gifted and very able and have been recognized through- 
out the world as the best:any where. 

(Off the record.) 

The Cuatrman. Any further questions? 

Senator Symrneron. Yes, I would like to ask some questions. 

The Cuarrman. Senator Symington. 

Senator Symineton. Senator Proxmire, I was quite interested in 
your statement. I agree with my colleague from Minnesota it is 
well done, it is succinct and comprehensive at the same time. 

On the first page you talk about the gross income being reduced 
by 8 percent and I think the next point you make is that it hurts 
the net income farm even more. This is something that operates 
against the farmer and needs more consideration. 

ances you can eliminate all profits, all net profits, by further 
reducing the price can you not? 

Senator Proxmire. Absolutely. Net income, of course, allows noth- 
ing for the hourly wages that a farmer should pay to himself, which 
are so low now that I understand they are about 45 cents per hour 
in Wisconsin. 

The CuHarrman. Yes, I remember that re came up before, but 
you say one-fifth, and your statement might be a little misleading 
in that one-fifth would be 20 percent reduction in net when it is 8 
percent reduction in gross. 

Senator Proxmire. Of course the reason is because his costs remain 
the same. 

Senator Symineton. Yes. My point is when you get your gross 
down to a point you not only reduce your net but you may eliminate 
the net entirely. 

Senator Proxmire. That is right, absolutely. 

Senator. Symineron. There is a point beyond which the more you 
produce the more you lose. Every manufacturer knows that. That 
point comes when he is not even covering his variable overhead. 

Senator Proxmire. I think this is true, Senator Symington, in the 
case of many, many farmers in Wisconsin who tell me that they are 
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just operating, and I have seen their books, they are operating on 
depreciation. 

They cannot replace their equipment. As you know, every dairy 
farmer and virtually every other farmer has a great investment in 
plant for his income, and if you were a manufacturer you just could 
not stay in business. 

Senator Symrneton. If you are making a 3 percent net profit and 
you cut your gross 1 percent, you are liable to cut your net 3314 percent. 

I am only talking as a businessman who has never been in the milk 
business, but figures still count in agriculture just like they do in 
any other business. 

Over on page 2 you get at the core of much of this problem as 
T see it, because you point out that whereas prices have been steadily 
reduced, production has steadily increased. 

As you know, the basis of Mr. Benson’s theories is that if you 
reduce prices you will discourage production. 

Here is a flat denial of that based on the practical situation. Am 
I correct? 

Senator Proxmire. Absolutely, and it has been steady and relent- 
less. It has dropped every year. The prices have dropped and pro- 
duction has increased. 

Senator Symineton. When a banker lends money to an industrial- 
ist he wants to know what his record of earnings has been over a period 
of years. That to him is the best practical evidence of the right to 
borrow. Here, over a 5-year period is practical evidence that the basic 
justification advanced by the Eeparenans of Agriculture for reducing 
prices is false, am I correct on that? 

Senator Proxmtre. Absolutely. 

Senator Symrneron. There is no question about that, is there? 

Senator Proxmire. Beyond any question it seems to me, and that 
is why as I say a little later, the farmer is on a treadmill. He is in a 
situation where he is forced to produce more because it is the only way 
he can get enough income to cover his fixed costs, and as he produces 
more his income goes down again because of the way this is bemg 
administered. 

Senator Symrineton. Now I turn to page 3: You talk about the 
economy already being in a slump. I do not know whether it is in a 
slump, a recession or, a depression. 

Someone described a recession as what a person with a job thinks 
when business falls off; and a depression is what a person! who has 
lost his job thinks when business falls off. 

To me that seems to be a pretty good analysis. 

There are probably around 5 million who believe we are in a de- 
pression where as great many million more people think we are only 
In a recession. 

However, after sputnik went up in October, there was a lot of chins- 
up talk about what the Government was going to do. 

Actually the budget that the President is presenting this year, for 
the fiscal year 1959, is nearly $2 billion less than the fiscal year 1958 
budget. 

A lot of people do not realize it. 

I am interested therefore in what you say about the economy being 


in a recession, and that therefore you think it is wrong to further re- 
duce farm income. 
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I could not agree with you more about that. We have wrecked our 
school-construction program. We have put nails into development of 
our highways. We have tremendously reduced our flood-control plans 
as a way to get a little more money for missiles. 

What you are saying here is that the USDA is actually doing things 
which may extend or increase the rate of recession, isn’t that correct ? 

Senator Proxmire. Absolutely, no question about it. 

Senator Symineton. The Government is taking income, arbi- 
trarily, away from the farm people in curtailing these pee 
Yet we agree the income would tend to help the problem of reducing 
the recession. 

Senator Proxmire. It would not only tend to, Senator Syming- 
ton, but it would certainly decrease the recession. I think if these 

ople continue to get this income they spend it immediately. The 

armers are not in a position to save a nickel. They have to spend 
it. They spend it on tractors, on steel, things that are built all over 
the country. 

The farmer is one of the outstanding consumers of steel. We know 
the condition the steel industry isin. There just is not any question 
in my mind at al] that this is a very, very serious contribution to the 
recession. 

That is the most important point I think I make here, especially 
at this time. 

Senator Symrneton. It is very important. You are not only in- 
creasing the prompt flow of money, but you are increasing the velocity 
of money ; am I correct ? 

Senator Proxmire. Absolutely. 

Senator Symrneron. And that as we all know is one of the chief 
ways that you can break a recession and bring improved conditions. 

et instead of developing policies in an effort to controvert that 
development, the Department of Agriculture policies are doing just 
the opposite ; isn’t that correct ? 

Senator Proxmire. Absolutely. This is just as unwise as if some- 
body should advocate that we reduce the minimum wage law from 
$1 to 75 cents, just as ridiculous. 

If anything there is less justification for it. ‘ 

Senator Symrneton. As I see it we need to increase business activ- 
ity but one of the first things to do is to increase farm activity—farm 
income. 

Would not that seem logical to you? 

Senator Proxmrre. And the business activity of course that de- 
pends on farm activity. As I say, virtually every major depression 
we have had has been farm led and farm fed. It was certainly true 
in the twenties and it has been true before. The farmer is depressed 
for a period of time. He stops his purchasing and eventually that is 
felt and felt very severely in the cities. It is certainly true now. 

Secretary Benson said he was not working to reduce prices to the 
farmer. He was working to increase prices to the farmer. In this 
particular case as in others the actions would not substantiate what he 
said, would they ? 

Senator Proxmrire. Not a bit; no. 

Senator Symineron. I have some interesting figures here. 

When I first came to the Senate 5 years ago Senator Russell used 
to say that the farm population had been reduced to 13 percent of 





FARM PROGRAM 599 


the total population but the total income of the farmer was only 6 
percent of the national income. 

Now in the President’s 1958 Economic Report, to show you what 
is happening to the farm picture: 

Total national income in 1957 was $358.5 billion of which the farmer 
got $12.1 billion. 

Senator Proxmime. What was that year again? 

Senator Symineron. 1957. The Bureau of the Census reports 1957 
farm population at 20.4 million so, Mr. Chairman, I think this is an 
interesting figure. 

Whereas the farm economy now comprises 12 percent of the Nation’s 
population instead of 13 his receipt of national income is now 3.2 
percent instead of 6. 

Senator Proxmire. Senator Symington, let me just point out another 
extremely pertinent statistic in the President’s economic report relat- 
ing to this very thing, and that is that during this same period when 
farm income is dropping so rapidly, per capita farm income especially, 
as you so well point out, the efficiency of the farmer is increasing at 
a very, very great rate. 

As a matter of fact it has increased at an average of 814 percent 
over the past 12 years, nearly 3 times as fast as the efficiency of people 
who live off the farm. 

His reward for improving his efficiency, operating in a more in- 
telligent manner, managing his capital wisely is this extremely un- 
just reduction in his income. 

Senator Symrneton. For the first time in the history of the world, 
the history of private enterprise, we had a corporation that was 
rewarded for extraordinary efficiency by making over a billion dollars. 

In the other segments of the economy efficiency is rewarded and 
that is the theory of free enterprise. 

In the agricultural situation where the farmer has no control over 
what he sells comparable to a manufacturer or a banker, he has no 
control over what he buys comparable to anybody in any other segment 
of the economy. 

As a reward for his efficiency the farmer gets a lesser return for it? 

Is that a fair staement ? 

Senator Proxmrre. I think it is a very fair statement. 

Senator Symrneton. You are more of an expert in this than I am. 
I am just trying to look at it as a businessman. 

4 on Proxmire. I consider you an outstanding expert in this 
eld. 

Senator Symincron. Well it seems to me that around this table 
quietly but surely we are writing death to the American farmer. I 
would just like to get the facts out. 

Senator Proxmier. I agree. 

Senator Symineton. Your statement seems to confirm my appre- 
hensions about what is going on and I thank you very much. 

The CuHarrman. Thank you, Senator Proxmire. 

Senator Proxmire. Thank you very much, Senator Ellender. 

I would like to do one more thing if I might, Senator Ellender. 
I have here a statement of the pure milk products cooperative of 
Fondulac, Wis., which have asked to be put into the record. 


This is a bargaining association of more than 15,000 active dairy 
farmers. 
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I will not read it into the record but I will say that it does provide 
a very excellent documentation in supporting legislation of the nature 
proposed by Senators Humphrey, Aiken and Symington. 

The Cuarrman. It will be so ordered. 


STATEMENT FILED BY THE PurE MiLK Propucts CoopEeRATIVE, Fonp pu Lac, WIs. 


Pure Milk Products Cooperative is a bargaining association of more than 
15,000 active dairy farmers located throughout Wisconsin and parts of Illinois 
and Michigan. Their milk is sold through some 160 dairy plants. About one- 
third goes to grade A fluid markets, while the other two-thirds goes for such 
manufactured dairy products as condensed and evaporated milk, butter, dry 
milk products, and numerous types of cheese. 

Pure Milk Products Cooperative urges prompt enactment of legislation of the 
type proposed in Senate Joint Resolutions 149 and 150 to hold milk prices in 
the coming year at not less than the $3.25 per hundredweight level of the 1957-58 
marketing year. It is not in the interest of either dairy farmers or the national 
economy as a whole to cut prices in the manner proposed by Secretary Benson, 
which would result in a decrease of some 8 percent in the gross income of dairy 
farmers selling milk for manufacturing purposes. 

Dairy farmers are in no financial position to withstand additional income 
losses in an economy in which dairy farm operating costs continue to skyrocket 
upward. While our membership is made up entirely of dairy farmers, it is not 
difficult for us to understand the effect of lower prices on other types of farmers. 
We believe it is imperative that legislation of the nature proposed by Senators 
Humphrey, Aiken, and Symington, be given prompt consideration to maintain 
farm income at not less than the levels of the current marketing year. 

Agriculture has suffered from a serious cost-price squeeze in recent years, 
while the remainder of our economy has prospered with the result that the 
seriously depleted reserves of farmers can ill afford further price cuts, Follow- 
ing is a comparison of total personal income for the United States, together with 
gross and net farm incomes. 


Comparison of United States personal incomes and farm incomes, 1945-57 








{In billions] 

Total Realized gross; Realized net 
personal j|farm income !| income from 
income ! agriculture 

1945... $171.2 $25.8 | $12.8 
TOA Na ee 178.0 29.3 15.0 
i ce A ees Cae bo eehte bak ene Pee recon ang tpi 190. 5 34.0 17.2 
Watt co eoeddmantesedcacwes bqnemases backer oe es ceca 208, 7 34.6 15.9 
ee Ee Se ee ee eee ee es ee 206. 8 31.6 13.7 
BD nee pe once ys vcd ida neh doh dew dod bd bnglh toda ch bue | 227.0 32.1 | 12.9 
1061, 5. 5-.5,:44 $ 255.3 37,1 | 14.8 
Bi gd tS cette 2h 2d Seat tana ang enon 271.8 36.7 | 14.3 
1953 __ 286. 0 35. 1 13.9 
Ye EET IS ENED eg ae ner ek bah ied pk tee all 287. 4 38.7 12.2 
WMS 1 JIN 9 ilk isis Le a ctos 305.9 33.2 | 11.6 
Petal. cdn didhdcn dds onekohddhdnnhebadouvicdibbocia ten! 326.9 34.4 | 12.1 
On es ananiine 342.9 34.8 | 11.9 





11958 Economic Report of the President. 


Comparing the above figures, it becomes apparent that the net farm income 
from agriculture during the past 4 years has been down sharply from 1951-53 
levels by about one-fifth and is running 30 percent below the 1947 level. On the 
other hand, personal income in the United States has gone steadily higher. Per- 
sonal income for the Nation has increased each year by more than the total 
annual net farm income in the United States. In fact, total personal income 
has increased during the past 5 years by twice the average annual total gross 
farm income. 

Wisconsin farmers have fared equally bad in recent years. Figures available 
from the USDA indicate that from 1949 through 1956, net farm income in Wis- 
cousin, a specialized dairy State, has decreased in a manner that places dairy 
farmers in a serious financial position. 


E 
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Wisconsin farm income and production expenses 
{In millions} 





ment pay- 
ments 

$931.7 $613.3 
947.9 637.0 
1,142.1 722.5 
1,151.9 750. 5 
1,071.3 721.1 
1,000.3 714.5 
984.8 719.2 
1,025.3 745.8 








1 Farm Income Situation, September 1957, USDA. 


Wisconsin’s net cash income has declined 34 percent from the peak 1951 level, 
and in the past 3 years has averaged only three-fourths of the 1049-53 average. 

On the matter of national milk production, official figures show that milk pro- 
duction has not increased nearly as rapidly as population in recent years. In 
the past 10 years, our national population has. increased. about .20 percent, or 
about 214 times as much as milk production. We have met our needs and main- 
tained our small excess by cutting deeply into that reserve milk production 
“which was formerly kept on the farms: 

The amount of milk used on farms has decreased from 20 billion pounds to 14 
billion in the past 10 years, and of that milk sold by farmers we have increased the 
percentage disposed of as whole milk from 77 percent to 88 percent,-. Even with 
this change in farm use and disposition of milk, we have sold from our dairy 
farms only 4 or 5 percent more milk than our domestic needs. 

Manufactured milk is produced to a large extent in those areas having the 
least alternatives in farming. Such farmers are not likely to reduce their farm 
milking operations in response to lower prices. They will have to try to increase 
their output to meet increasing fixed expenses and to support their families. 
Cutting prices will not, in our opinion, decrease production in the specialized 
dairy States. The loss of rural income is more apt to cause serious financial 
problems for the entire community as farmers are unable to meet expenses and 
continue to make normal replacements of buildings, fences, machinery, and 
appliances. 

Farm costs continue the rising trend of recent years even though milk prices 
have declined. In the past 10 years, while manufactured milk prices have 
dropped 12 percent, farm wage costs increased 33 percent, farm machinery prices 
advanced 67 percent, taxes climbed 85 percent, and interest rates skyrocketed 
115 percent. Dairy farmers have been able to only partially combat this cost 
squeeze by increased production. Rural trading centers are already feeling the 
effects of a farm depression and its influence of farmers’ ability to buy the prod- 
ucts of our factories. 

Although much publicity has been given the surplus of dairy products, we have 
had very little to spare in proportion to our total needs. We seldom realize that 
our daily diet includes nearly as much milk in cur various dairy products as 
meats, vegetables, and grain products combined. The USDA reports of 1955 
urban consumption per persons shows a milk equivalent of 9.2 pounds per week 
as compared with 4.4. pounds of meat, poultry, and fish, 3.9 pounds of vegetables, 
and 2.6 pounds of grain products. Our 4- or 5-percent reserve (misnamed sur- 
plus) of dairy products has been less than enough to have provided a per capita 
consumption equal to that of either 1947 or 1950, and would in all probability 
again be in serious shortage in case of a national emergency. 

A 25-cent-per-hundredweight cut in milk prices will cost dairy farmers nearly 
$300 million, but will save the Government only about $13 million on costs of 
support purchases. It is not likely to have much influence on dairy products 
consumption if one accepts the findings of USDA Technical Bulletin 1168, a 
report well supported by other scientific research. This publication reports 
demand for dairy products to be very inelastic to the extent that we can expect 
only about 3 percent greater sales to result from a 10-pereent decrease in resale 
prices. Such an increase might be offset to a considerable extent by the in- 
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creased efforts of specialized dairy farmers attempting to meet their expenses. 
Furthermore, it’s doubtful if producer price cuts will be reflected in consumer 
prices. 

We further urge as a long-range approach, the enactment of the “self-help” 
dairy stabilization proposal of Senate bill 3125, sponsored by Senator Humphrey 
of Minnesota and both of our Wisconsin Senators, Proxmire and Wiley. 

It is imperative that the present support level for dairy products be main- 
tained until an alternative dairy program may be enacted and made effective. 
Our Nation cannot afford the chaos and hardship that will be felt by dairy 
farmers and their trading centers if we lower our present support level prior to 
the enactment of a long-range alternative program such as “self-help” programs 
that are before Congress for consideration. 

The seriousness of the condition of our national economy has been emphasized 
by recent reports of the sharp increase to about 4% million in our unemployment. 
This situation has become so serious that President Eisenhower recently recom- 
mended the expenditure of $2 billion for post office modernization. Certainly 
there can be no justification for pulling down the level of the agricultural segment 
of our economy which has already been in the weakest financial position, when 
other steps are at the same time being taken to bolster the economy as a whole. 
We must take immediate steps to prevent further financial loss to the farmers 
supplying the most important factor in our livelihood, food. 

We urgently request the earliest possible approval of Senate Joint Resolutions 
149 and 150. These will provide for maintenance of farm income until you, as 
Members of Congress, can give consideration to sound long-range programs, some 
of which are before you already. 


The Cuatrman. Mr. Zimmerman. Will you identify yourself for 
the record ? 


STATEMENT OF GORDON K. ZIMMERMAN, RESEARCH DIRECTOR, 
NATIONAL GRANGE 


Mr. Zimmerman. I am Gordon Zimmerman, research director for 
the National ene 

Mr. Chairman, I appreciate the opportunity to present briefly the 
views of the Grange on the legislation proposed for the maintenance 
of the price re level for dairy products. 

The National Grange favors legislation which would hold the line 
on dairy price supports. The Secretary of Agriculture’s announced 
intention to cut the support level to 75 percent of parity for the mar- 
geting year beginning April 1 is, in our judgment, both premature 
and costly. 

Lowering support levels for dairy products to 75 percent of parity 
a will not solve any of the basic problems of the Nation’s dairy 
industry. 

Reducing the support level will not— 

1. Correct the inadequate levels of income to dairy farmers; 

2. Give producers any greater degree of essential control over the 
surplus dairy inventory or over dairy prices, 

3. Provide any realistic determent to production in excess of effec- 
tive commercial demand, and it will not 

4, Add in any substantial way to the consumption of milk and 
dairy products by American consumers. 

In the Grange we believe it is extremely questionable whether re- 
duced support levels would bring any total downward adjustment in 
production. 

On the contrary, the evidence during the past 20 years makes us 
believe that farmers will increase production in an effort to pay costs 
and support their families at the lowered price. 


. | 
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We are firmly convinced that price manipulation alone will not 
control production. 

It had been our hope that the Secretary would postpone his price 
support-cutting announcement for at least one more year until Con- 

s had an opportunity to consider and authorize a more practical 
airy tT equal to the needs of farmers next year and in the 
years ahead. 

The cut in price support will most likely stimulate production and 
it will probaaly cost dairy farmers in excess of $200 million in reduced 
income during the next marketing year. Dairy farmers simply can’t 
afford a slash of this kind in their income. ey are y faced 
with a heavy burden of mounting costs and taxes. 

In our opinion, the Secretary’s action, if allowed to stand, will 
only compound the Nation’s dairy troubles. 

t the annual session of the National Grange in November 1956, 
our delegate body adopted the following position : 

We recom.nend that legislation be enacted as soon as possible to establish the 
30-month’ base period from July 1, 1946, to January 1, 1949, as the period for the 
calculation of parity equivalent on manufactured milk. 

Senator Extenper. Do you know what it is now ? 

Mr. Zrmmerman. It now runs from January 1, 1948, I believe, 
through 1957. In other words, the previous 10 years. 

The 30-month period we seek for the calculation of parity equivalent 
is the last dairy market period in which price controls were not in 
effect and in which there were no price-support inventories. 

It is, in our opinion, the best po most recent base period on which 
the equivalent of a parity price for manufacturing milk can be fairly 
calculated. It happens that during that period, the average price paid 
for manufacturing milk in the country was 88.5 percent of the average 
price for all milk sold wholesale. 

The Cuarman. How much isitnow? Do you know? 

Mr. ZimMERMAN. It is 81.2 percent. 

Senator Youne. Mr. Zimmerman, if we took the present modernized 
parity formula which we are now using and struck out the reference 
to the 1910 to 1914 base period and inserted the period you are advocat- 
ing or the 1947-59 period, the one which labor and industry use, 
wouldn’t that make for a better parity formula than the one we are 
using now ¢ 

Mr. Zimmerman. It might. I am not certain what the calculations 
would bring us. 

Senator Youne. About the same as you have here. 

The CHarrman. [t would bring better prices without question 
since you advocate it. 

Mr. ZimMERMAN. Obviously we are in search of better prices. 

The Cuarrman. That is why you advocate it ? 

Mr. ZimMERMAN. Yes. 

Senator Younce. It would be more realistic, too. It is the same 
base period labor and industry uses, approximately the same, 1947-49. 

The Cuatrman. I am not questioning it. I was just trying to put 
in the record the effect it would have if you made the change. 

Senator Youne. It would increase it. 

The Cuarrman. Proceed. 
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Mr. ZimmerMAN. In accordance with the recommendation adopted 
by our delegate body, therefore, we urge that you give favorable con- 
sideration to S. 2912 by Senator Thye and S. 2924 by Senator 
Humphrey. 

These bills would not only hold the line but also provide for the 
necessary and equitable adjustment in the period used for calculation 
of parity equivalent for manufacturing milk. 

We are aware, of course, of the time element involved in movin 
ahead with the emergency, hold-the-line legislation so that it can be o 
help to farmers in 1958. If the committee should decide that bills 
ee the calculation of parity equivalent on manufacturing milk 
would slow down or jeopardize the maintenance of 1957 support levels 
for another year, we would urge support for Senate Joint Resolution 
149, by Senator Humphrey and Senator Aiken. 

While we earnestly recommend favorable action by this committee 
on legislation which would hold the dairy price line during the coming 
marketing year, I would like to stress that the National Grange is 
firmly convinced of the need for a new dairy program—one designed 
to deal more realistically with the dairy production and marketing 
situation we face now and in the years ahead. 

Favorable action now to hold the line, we believe, should be a pre- 
liminary to favorable action later in this session on S. 3125, the pro- 

ed Dairy Stabilization Act. of 1958, which has been introduced by 
enator Humphrey for himself and other Senators. 

The Cuarrman, That is the so-called self-help plan, isn’t it? 

Mr. ZIMMERMAN. Yes, sir. 

The Cuatrman. Do you know whether the bill has been changed 
compared with what it contained in previous years ? 

Mr. Zimmerman. It has, yes. 

The Cuarrman. The Government is still asked to supply the capital, 
is it not, half a billion dollars? 

Mr. ZimmermMAN. I believe it is up to $350 million of loans to the 
Dairy Stabilization Board. 

The Cuarman. Originally it was $500 million ? 

Mr. ZimMERMAN. Yes. 

The Cuarrman. The Board would be appointed by the President and 
it would be conferred with legislative powers? 

Mr. ZimmMerRMAN. The Board would be appointed by the President 
on the basis of nominations by dairy farmers, 

The CuatrMan. Yes. 

Mr. ZimmerMAN. I do not. know what you encompass in legislative 
powers. 

The Cuatrman. It would have entire control of the milk production 
and its distribution. That is what I mean. 

Mr. ZimmerMaN. I think that might bear qualifications, Senator. 

The Cuatrman. Any questions? 

Senator Tuyr. Yes, Mr. Chairman. 

The Cuarrman. Senator Thye. 

Senator Tuyz. Mr. Zimmerman, I followed you in your statements 
here and I fully agree with you. If we are unable to get legislation 
that would embody what we all refer to as the self-help plan, then we 
must freeze the present price of milk. The producer cannot suffer the 
cost squeeze any further, he cannot lose his income and still be faced 
with rising expense as he now is. The other point is that we must find 
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a new and a better and a broader plan of making use of our dairy 
products. You cannot have the experiment station trying to ever 
increase the production per cow per year, if we do nothing about 
helping to dispose of that increased production. Possibly dairy prod- 
ucts could be processed in a new type of a pack so it becomes more 
attractively available to the consumer. This would in that manner 
serving us in the Midwest where the surpluses pile up. Unless that is 
accomplished, unless we find a way of making a broader use of this 
agricultural product then there is no use on the part of the farmer 
to try to increase the individual cow production, because it will only 
add to the surplus to further depress the market; 

Mr. ZimmerMAN. I would agree with you thoroughly, Senator. 

A great deal is said about the efficiency of the farmer and how it has 
improved, and his production efficiency certainly has improved. to: a 
notable extent. But I believe we encompass too much in the loose use 
of the term “efficiency,” for in marketing efficiency the farmer is 
deplorably backward. So actually we have only half.of the whole in 
which the farmer is efficient. 

What we are attempting to do here and in your bill, Senator, is to do 
something to aid him in his marketing efficiency. 

Senator Tyr. The intelligence that we have demonstrated in the 
increased production must be likewise exercised in the disposal, the 
selling of it. Unless you can accomplish a broader sales opportunity 
for the dairy producer, the other efforts are only to his iota 
because they add to the surplus and depress his market further. 

Mr. ZimmerMAN. That is a great agricultural shortcoming not only 
in dairying, but in many other Seni ei Hib 

Senator Ture. Oh, positively. We have legislation that proposes 
research into the further and broader uses of agricultural commodi- 
ties, and we had better be about the job of getting that legislation 
thoroughly investigated. We cannot hope to forever dispose of our 
surpluses though Public Law 480. We had better find a way to use 
our surpluses, a broad, intelligent way in our entire Nation’s economy. 

Mr. ZimmMerMAN. In comments made this morning, Senator Ellen- 
der, about the proportionately heavy contribution of Wisconsin and 
Minnesota to the surplus, I would like to reemphasize here the geogra- 

hy involved. I believe it is true that in Wisconsin and Minnesota, 
Renate and in parts of New England, that the alternatives in agri- 
culture to dairying are very, very limited. If aman is in rane 
he is either in dairying or his only other alternative would be in the 
production of Christmas trees. 

Senator Ture. Mr. Zimmerman, I can go one step further. If we 
could have brought the industries in to process the iron ore in Minne- 
sota, we would not be faced with the surpluses out there in the Mid- 
west. We would have had the consumption capacity existing there 
in the industrial plants. Instead, our iron ore is being shipped by boat 
from the iron ore deposits in northern Minnesota to the steel mills in 
Pittsburgh and the industrial plants of the East. We have subsidized 
the East with our iron ore by allowing them to exploit the minerals 
in our soil in order that they could build their great industrial centers 
in the East. They should take heed of that and not be criticizing us 
that we are producing a surplus of dairy products, which is a nuisance 
tothe Treasury of the United States. 
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I just want to remind any industrialist that we have made his steel 
mills and his big industrial plants possible by the steel that they have 
made from our iron ore deposits in northern Minnesota. 

The Cuarrman. Thank you, Mr. Zimmerman. 

Mr. ZimmerMAN. Thank you, sir. 


The Cuarrman. Mr. Voorhees. Will you identify yourself for the 
record ? 


STATEMENT OF HERBERT W. VOORHEES, MEMBER OF THE EXECU- 
TIVE COMMITTEE AND BOARD OF DIRECTORS, AMERICAN FARM 
BUREAU FEDERATION, HOPEWELL, N. J. 


Mr. Voorneres. My name is Herbert Voorhees. I am a farmer from 
New Jersey,a dairy farmer. 

I am a member of the board of directors of the American Farm Bu- 
reau Federation and a member of the executive committee, also presi- 
dent of the New Jersey Farm Bureau. 

Mr. Chairman and members of the committee, we welcome the op- 

rtunity of submitting the views of the American Farm Bureau 

ederation relative to dairy price-support programs. 

At our last annual meeting the voting delegates of the member State 
farm bureaus approved the following general policy relating to the 
level of price supports: 

Where price supports and production adjustment programs are used they 
should be designed to facilitate orderly marketing rather than to guarantee 
unrealistic prices. * * * Price-support levels should take account of competi- 
tive conditions, supply and demand, and market trends. 

This general policy was supplemented by the following policy spe- 
cifically relating to the dairy price-support program: 

We recognize that some benefits have been derived by dairymen from the 
present dairy-support program. We question, however, that this program is in 
the best long-time interest of the dairy industry. * * * We will continue to sup- 
port the present program until a more workable and acceptable one can be 
developed and enacted. 

The term “present program” in the above-quoted paragraph has 
reference to the present type dairy-purchase program rather than to 
any specific level of price support.) 

Ae the above policies were approved, the Secretary of Agriculture 
has announced that effective April 1, 1958, the level of price support, 
on dairy products will be 75 percent of parity, compared with pres- 
ently applicable rates of 80 percent of parity for butterfat, and 83 
percent of parity for manufacturing milk. 

The Department announcement did not comment about fluid milk, 
since it is only indirectly supported by the foregoing price supports 
and other indirect actions, ach as using CCC funds to increase use of 
fluid milk by children through schools, camps, and so forth; a separate 
school-lunch program requiring States to match Federal contribu- 
tions; and Federal milk marketing orders in 68 areas throughout the 
country which generally are considered by producers as an aid to 
obtaining better prices. 

From the latest official statistics of the Agricultural Marketing 
Service of the USDA, prices received by farmers in 1957 for all mile 
wholesale were 88 percent of parity and the parity equivalent for 
manufacturing milk was 83 percent. 


eee eee 


FARM PROGRAM 607 


Senator Ture. Mr. Chairman, would Mr. Voorhees mind a ques- 
tion at that point? 

Mr. Vooruess. Not at all. 

Senator Ture. These figures that you give here would include the 
fluid-milk price and the receipts to the prodanrr from the areas 
covered by f ederal milk orders, would it not 

Mr. Vooruzgs. Yes. 

Senator Ture. Therefore when you say that this is the amount, 
wholesale 88 percent of parity, that would take into the averages the 
Federal milk order that prevails in New York City, Trenton, N. J? 

Mr. Vooruees. There is no order in Trenton but it could if Trenton 
were in the order. 

Senator Ture. There is no order in Trenton ? 

Mr. Voorness. No. 

Senator Ture. It is because your area is so small that you have a 
deficit of milk ? 

Mr. Voornegs. Quite to the contrary, Trenton misses the metro- 
politan or New York milk order No. 27 by just a few miles. 

Senator Ture. And you have more than an ample supply of milk? 

Mr. Vooruers. : Yes. 

Senator Ture. You do? 

Mr. Vooruess. In that particular area. New Jersey, itself, has a 
deficiency in production. 

Senator Tuys. That is why I would say Trenton may have an 
ample supply but the State of New Jersey, as I understand the records, 
is a deficit area. 

Mr. Vooruees. We produce in New Jersey about 50 percent of our 
fluid requirements. 

Senator Ture. Then which is your largest consuming market ? 

Mr. Vooruexs. In New Jersey / 

Senator Toys. Yes. 

Mr. Vooruees. It would be the metropolitan area around Newark. 

Senator Ture. Yes; but Trenton lies outside of that ? 

Mr. Voorneers. Trenton lies outside of the marketing area. 

Senator Tuyr. Trenton has an ample supply. But I knew that New 
Jersey is a deficit area. 

Mr. Vooruers. Right, sir. 

Senator Tuyrr. The Federal milk orders as they exist in Boston, 
Baltimore, and Washington are the orders which add to and make up 
the grand total of 88 percent. Insofar as Wisconsin and Minnesota 
and northern Iowa are concerned, were it not for the support factor, 
you would not have had the parity level that exists, would you ? 

Mr. Voorners. That is probably true. 

Senator Ture. Not probably. You are student enough of this ques- 
tion so that you would know what you were testifying to, and therefore, 
I think that you would agree with me that were it not for the positive 
$3.25 that is in the Executive order of the Secretary now, the producer 
would not be getting $3.25 on the open market, would you? 

Mr. Voorneses. Senator Thye, you asked me a question. 

Senator Tuyr. That is what I asked you. 

Mr. Voornees. Now will you permit me to answer it? 


Senator Toye. Oh, yes. I was just trying to get the question to you 
so you understand it, sir. 
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Mr. Vooruees. This is true under the present set of circumstances. 
It might not have been true under a different set of cireumstances. 

Senator Ture. I beg your pardon? I had an interruption. I was 
told of a telephone call, 

Mr. Voorners. I do not mind repeating. 

Senator Tarp. Will you please? 

Mr. Voorners. This is true under this given set of circumstances 
and environment. Had the circumstantes and environment been dif- 
ferent this might not have been true. ' 

Senator Tuyr. But I don’t quite understand your statement because 
the circumstances are such that the price factor would not have re- 
mained at the level in the manufacturing area if there weren’t the 
support floor, and the other question that I asked you was that all 
the Federal milk orders are computed to make up the 88 percent of 
parity that the dairy producers’ commodity was at. The other ques- 
tion I asked was—rather I did not ask it, but I think that was my com- 
ment—that the support factor is what has kept the price of milk at 
the level in the areas such as Wisconsin, Minnesota, and the Dakotas 
where we are dependent upon the marketing of a vast percentage of 
our dairy products in the form of butter, cheese, powdered milk, and 
your condensed milk. 

Therefore, the floor is what kept us at the level that we were, but 
the national figure is confusing unless the record discloses the fact 
that you have taken and weighted that parity by the Federal milk 
orders that are in existence on those many large national markets. 

Now if you will excuse me, I will be right back, but I have a tele- 
phone call that I have been waiting for. 

The Cuarmman. Proceed 

Mr. Voorners. From the latest official statistics of the Agricultural 
Marketing Service of the USDA, prices reeeived by farmers in 1957 
for all milk wholesale were 88 percent of parity and the parity equiva- 
lent for manufacturing milk was 83 percent. Approximately 50 per- 
cent of farm sales of milk is for fluid use. From the foregoing it can 
be deducted that prices received by farmers in 1957 for fluid milk were 
probably somewhat more than 90 percent of parity. 

Following the announcement of lower dairy price supports to be 
effective April 1, proposals have been introduced in Congress to not 
only restore price supports to the level of 1957 but some go further 
= require the 1958 support level to be increased above that in effect 

or 1957. 

Some proposals are stated in dollars and cents per hundredweight 
such as $3.95 or $3.50 while others are in the form of manipulating 
the parity price such as using a parity equivalent for manufacturing 
milk based on the 30-month period July 1946 to December 1948. 

The board of directors of the American Farm Bureau Federation 
has given intensive consideration to the implementation of our above- 
quoted policies in the light of the currently existing situation. At- 
tached is a complete statement of the Board action. 

We will deal here with the recommendations relating to dairy price 
support programs, as follows: 

1. That we are opposed to legislation to reinstate price supports for 
dairy products at 1957 levels. 


: 
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2. That we are opposed to any legislation which would provide for 
a tax on dairy farmers to finance a surplus disposal program through 
the so-called self-help plans. 

3. That we should submit to State Farm Bureaus for their study 
and consideration the proposal that the price support level for = 
products should be a percentage of the average market price prevail- 
ing during the 3 preceding years (or other specified period) instead 
of being based on parity. 

The best available information is being supplied our member State 
Farm Bureaus and we plan to continue to give detailed consideration 
to this matter in an effort to help develop a program designed to seek 
a solution that will be of maximum benefit to dairy farmers, 

The next meeting of the dairy advisory committee of the American 
Farm Bureau Federation is scheduled for March 17-18, followed by 
a board of directors meeting on March 19-21. 

If, as a result of such meetings, further or more specific recom: 
mendations are developed, we would welcome the opportunity to pre- 
sent them for consideration of this committee. 

Underlying the above-stated policy positions, are the following 
conviction : 

1. A growing realization that price-support programs above the 
orderly marketing level, despite their short-run benefits, create long- 
run consequences seriously adverse to the freedom, opportunity, and 
income-earning capacity of individual farmers. 

2. That price supports above the orderly marketing level for com- 
modities for which effective production control is impractical or not 
authorized, will create excess capacity and surplus production that 
makes the problem more difficult to handle in coeteiings years, 

3. That effective agricultural production controls are not generally 
practical, acceptable, or politically feasible. 

4. That there is no evidence to support the conclusion that the pro- 
ducers of commodities which have received extensive Government 
assistance in the form of price supports and production controls, are 
faring any better than producers of commodities for which such as- 
sistance has not been provided. 

5. That wise policy therefore dictates avoidance of new or more 
extensive involvement of farmers with Government price supports 
and production-control programs and a gradual and orderly reduction 
of the dependence of farmers upon existing programs. 

6. That basing supports on the average market price is a better 
approach than basing yey eee on parity which is backward looking 
and was never intended to be used to reflect current-market conditions. 

7. That agricultural programs in the best interests of farmers must 
be diversified and include much more than emphasis on price supports 
and production adjustments. 

_We believe these considerations apply to the dairy industry with 
similar and, in some respects, greater emphasis than to other farm 
industries. In particular, we do not believe that production controls 
in the dairy industry, either on a milk-quota or a cow-quota basis, are 
practical of administration or acceptable to producers. 

Government purchases of milk, butterfat, and the products thereof, 
are again increasing steadily after having dramatically dropped in 
1954, following the reduction at that time in the level of price sup- 
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ports from 90 to 75 percent of parity on both manufacturing milk 
and butterfat. This is reflected in the following table: 


A TM RA aE aR ne ES ELT WO 


Level of price support, CCC pur- 


percent of parity chases, milk 

ER, ER ET OE : 

percent of : 

Manufactur- Million total pro- : 

ing milk Butterfat pounds duction 

I sate pinta pepepten de phan gcd .— beg yaad 90 90 3, 618 3.1 
pte Nb ly a epi ee ie as ao a a Bee ae 90 90 12, 164 10.0 
Pt > 2h pei edb sds seee ess 4- ed dsid 75 75 5, 744 4.7 
Dindiuneonnestanhs atin ine sibnrdecds nahn ln ranted 7 5, 126 4.1 
Ed Se | SORT ORES MRS PERLE S ee Ss F oe! 34 81 5, 060 4.0 
EE Oe eee ee 83 80 6, 000 5.0 








Senator Youne. I wonder if I could ask a question before you get 
too far. In basing your price supports on the average of the previous 
3-year period; do you think for example in 1935, the price support 
would have been of any value to the farmers if it had been based on 
the previous 3-year price ? 

Mr. Vooruees. I believe so. 

Senator Youne. Wheat was down to 26 cents a bushel, oats about 6 
cents. Do you think 90 percent of that would have helped the 
farmers? 

Mr. Voorures. No, not especially, but this would have been the place 
to start from, and we have never said, that is the American Farm 
Bureau, that we ought to permit the level to go down this low. There 
will be limitations within which this 3-year program might work. 
You see, originally back in 1933, you will recall we had a program of 
60 to 90 percent of parity, which gave us a wider range of support 
levels. 

Senator Youne. What year? 

Mr. Voorners. This was in the thirties when we first started the 
agricultural-adjustment program. 

Senator Youne. No, it was 52 percent to 75 percent of parity. 

Mr. Voornees. I’m sorry, that is right. Originally it was 52 to 75. 
There should be a range within whic h this 3- year support level would 
operate. If we had the 3- -year support level in operation, I doubt, sir, 
if the price would have gone down to whatever it was 

Senator Youne. Your price-support level would not have any rela- 
tion to the cost of production. You would gear it entirely to what the 
farmer got in market price. 

Mr. Vooruers. ‘To the market. 

Senator Younes. Does the State Farm Bureaus of Wisconsin, Min- 
nesota, North Dakota, and One Dakota agree with your proposal to 
drop dairy support prices now ¢ 

Mr. Voorners. We have had word to the contrary from one State 
Farm Bureau which you have mentioned. We have not heard from 
other States to the contrary, that is of that group. There are three 


States which have disagreed with us and I mention those, Wisconsin, 
Ohio, Kentucky. 


The CHATRMAN. How about Minnesota ? 


Mr. Voorners. We have had no word from Minnesota. 
Senator Youne. Thank you. 





FARM PROGRAM 611 


The CuarrMan. Proceed, sir. ? ; 
Mr. Voorners. The generally favorable hay and pasture situation 
and the alltime high supply of feed grains provides a basis for a sub- 


stantial increase in dairy production. The feed grain situation is 
summarized below : 


Total supply of feed grains as of October 1* 


Million tons 
TO80-GA | CVORC Fee ee ae aed eererassdienepamenein 174 
100Gb 1. i ee ee Se Oe Sh os eed 196. 4 
NG ns Lies echt Sete chen ens Seb ngs tera dagen pienso Gand bleh braked teh AN elk label 200. 4 
FOIE api we ine eseinrensncthaigs ecitpveeiecipaetnepeeang tticn ns dala telah te cekdetha aan 212. 9 


1Includes estimates of wheat, rye, and by-product feeds fed to livestock and poultry— 
Feed Situation, October 1957. 


The milk-feed ratio in recent months has been more favorable than 


at any time for which similar estimates were made. This relation- 
ship is shown below: 


Milk-feed 
ratio 

I9BG305 BS VOTO BO ek nets none iiriies 4 tig. sase use be eee 1.29 
RI rcs hens eee dhsteasclfteramerarencis invita ne MR ak ae 1. 28 
ois aea hee Sng ancl aah eres ce eeieee caer epee ie tenes ete oee leah ieee ao ana 1. 36 
Wiaitolt R007 foi i ete BA eS OE Rs hae etna a neeiegeteeomane 1. 34 
Jame 190i iiecik ei Ba) ct) 6) OO) ee eee 6 ae 1. 26 
Slentember . 1907 i cbc je stiapinsgeni was bbscssseda dda teat aaa 1.44 
CITC TON a cresnsisdm bare eae abe we eves soe-bliwee cies berets thmadanitiendadidiibeieiiiin 1. 56 


This shows the milk-feed ratio has improved. 

Senator Ture. If I may interrupt at that point, which of the grains 
have aifected that milk-feed ratio the most ? 

Mr. Voorueegs. I suppose it is corn. 

Senator Tarr. Why? 

Mr. Vooruees. The price due to availability of supply. 

Senator Ture. I agree it is price, but what are the other factors that 
might involve corn, because the corn was supported. 

Mr. Vooruers. At a lower level than we are talking about here. 

Senator Tuyr. You see, Mr. Voorhees, this United States is ter- 
rifically large. You are in New Jersey, and we in the Midwest are so 
far removed from your economic problems that there is little com- 
parison, and that is why we have to stand as a unit as an agricul- 
tural group, if we are going to support one another. 

Mr. Vooruers. I appreciate this very fully. 

Senator Tuyr. When I was out in Minnesota just 2 weeks ago, a 
man from Pipestone, Minn., said that he had just got through making 
a sale of 700 bushels of corn for 50 cents a bushel. I said, “Well, it 
would it have paid you to have dried it?” He said, “Oh no, if I had 
shelled it, trucked it, dried it, got it in shape for the warehouse receipt 
for storage, it would have cost me as much so that I would not have 
netted any more than what L actually have gotten out of it now.” 

You see, there is our problem, Mr. Voorhees, that corn is less than 
54 percent of parity today, and that means that in certain areas where 
there is soft corn, it is probably down in the 40’s in percent of par- 
ity. The farmers have to move this corn, and so for that is the reason 
for a figure like this which shows the milk-feed ratio in recent 
months as having been more favorable than at any time at which 
similar estimates were made. Now if I was a city economist or if I 
was a consumer here, it might indicate to me that conditions aren’t 
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bad for the dairy farmer. He is pretty well off here. But the dairy 
farmer in our diversified area produced the corn as well as milked the 
cows, and when this Federal ratio drops to less than 54 percent of 
parity for corn, it does not give him any benefit. It gives him another 
pain in the stomach, because he does not know where he is going to 
meet his obligation, or how he will meet it. That is why I inter- 
rupted you. I do not like to do these things, but you are speaking 
for the National Farm Bureau, and I have been a president of my 
local farm bureau probably before you were a member. I do not 
know how many years you have been a member, but I started in the 
late twenties. 

Mr. Voorners. No; I have not been a member that long. 

Senator Tuye. I did not think you had, sir, because I have never 
met you before and I have been quite well acquainted in Farm Bureau 
circles for years. I was director of my local Farm Bureau Service 
Co. We processed and sold fertilizer and the like. Therefore, I have 

at interest in agriculture the Nation over, but you speak as a New 
ersey member and you are casting a reflection nationwide. When 
you state that the milk-feed ratio in recent months has been more 
favorable than at any time for which similar estimates were made, you 
are conveying a message to the consumer that anybody speaking for 
holding the line on dairy supports or improving the dairy farmers’ 
rices is a little selfish and politically minded and is seeking political 
avors. That is the interpretation they might take from that state- 
ment, and that is the reason I interrupted. I do it in good humor 
because I want you, speaking for the Farm Bureau, to put the facts 
for the Farm Bureau organization in the record in such a manner that 
the consumer who reads this record will not think that we, Senator 
Ellender, Senator Young, and myself, are not little politicians seeking 
votes. We are here trying to protect one of the basic segments of our 
Nation’s economy, and that is agriculture. We are here this morning 
trying to make certain that we get a record that will reflect the true 
picture of the Midwest to the person that may read this record or refer 
to it for reasons of statistical facts. I beg your pardon for interrupt- 
ing you and I shall not interrupt you any further. I know what we 
were faced with out in the Midwest, however, and I know that the 
dairy farmer out there cannot find storage for his soft corn unless he 
shells it and dries it at a terrific expense. 

Therefore, he has to feed it. The warm weather is approaching and 
he must get rid of this soft corn as fast as he can, and the dairy cow’s 
stomach is the best place at the present time and she is getting every 
bit that she can consume day by day, and will get it just as long as 
the corn is fit to eat. When hot weather comes, some of that soft corn 
is not going to be fit unless it is dried. 

Thank you for allowing me to interrupt. 

The Cuarrman. Proceed, Mr. Voorhees. 

Mr. Vooruess. I would like to, if I may, Mr. Chairman, just make 
1 or 2 comments on the very splendid advice I have received from 
Senator Thye, as a Farm Bureau member. 

Senator Tue. I did it with all sincerity. 

Mr. Voornees. I would like to have the record be very clear that 
we did not intend to intimate that this document was prepared from 
the viewpoint of a New Jersey man alone. This is the purpose of hav- 


ee 





FARM PROGRAM 613 
ing an American Farm Bureau Federation. It was prepared on the 
basis of a national opinion, not one from New Jersey. 

I am sure he did not intend to leave that impression, but there 
might have been that inference. 

Seman Taye. Mr. Chairman, for the sake of the record, Mr. 
Woolley is right here, of course, from the National Farm Bureau 
Office, so I am fully aware that this is a document of the National 
Farm Bureau that you are presenting here this morning. 

Mr. Vooruess. That is right. 

Senator Ture. I am not casting a reflection on you, but I wanted 
the record to show the reason why the milk-feed ratio is what it is, 
not because it is a factor that is beneficial to the farmer, but it is a 
factor that is most unfortunate to the farmer in the soft corn area. 

Mr. Vooruees. Then I would like to add that to further substanti- 
ate that it might not be the opinion of the New Jersey dairy farmer, 
you will recall that we had a very disastrous year in 1957 so far as 
corn production goes. 

Senator Taye. Yes. 

Mr. Vooruegrs. On my farm where we tried to produce 122 acres of 
corn this year we harvested about 1,600 bushels of nubbins, and I’m 
sure you know what that is. 

Senator Tuyr. Mr. Chairman, if you will tolerate just one further 
interruption. If a farmer from the east coast area, I will say eastern 
Senumstcaniin were talking to me, and I said, “Well, corn is only 
about 50 cents a bushel to the farmer out in the Midwest,” and he 
might say “that can’t be possible, that is not what I’m paying for it.” 

hat is true, but you see, that is soft corn, and if it were to be dried 
and put in condition to be shipped to the eastern seaboard, it would 
cost a great deal more. 

Mr. Voorness. Soft corn never has had the market value of hard 
corn. 

Senator Taye. Oh, no; of course not. 

The Cuarrman. Proceed, Mr. Voorhees. 

Mr. Voornees. Stated briefly, a pound of milk will buy more feed 
today than at any previous time. This is a powerful incentive for 
increased dairy production. 

Not only would a relatively high fixed support level accelerate the 
long upward trend in milk production, but we believe that a con- 
tinuation of price supports at the present level will provide a stimulus 
to production sufficient to increase the flow of milk products into 
CCC hands. 

This would be a short-run benefit to milk producers. We believe 
this short-run benefit would be far more than offset by harmful leng- 
run consequences. The excess capacity and surplus stocks resulting 
from such policy would result in deterioration of the marketing out- 
look for dairy farmers. The longer such incentives were supplied 
the more serious the situation oald become, with the gradual devel- 
opment of a surplus capacity situation that would tend to force the 
dairy industry into more and more comprehensive dependence upon. 
Government and into complex production control programs. We do 
not believe this is the road to freedom, opportunity, or prosperity for 
dairy farmers. 
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(The exhibit referred to is as follows :) 


Exursir A.—AFBF board action with respect to farm price supports, 
January 22, 1958 


We favor the following recommendations to provide for a coordinated approach 
to some of the problems that have developed under existing price support and 
adjustment programs for certain commodities. 

(1) We support legislation to provide (a) that the price-support level for corn, 
upland cotton, and extra long staple cotton grown in 1959 and succeeding years 
shall be 90 percent of the weighted average market prices for such commodities 
during the preceding 3-year period, (b) that the level of price support for other 
feed grains shall be established in relation to the price support for corn with con- 
sideration to comparative feeding values and other related factors, and (c) that 
corn acreage allotments be terminated. Further, we submit to State farm bureaus 
for their study and consideration the use of this approach for other commodities 
currently having price supports. 

As a part of the above recommendation, we recommend that the cotton export 
program be changed to a direct subsidy, either in cash or in kind, beginning 
August 1, 1958. In this connection, we recommend that CCC stocks be set aside 
as of August 1, 1958, to be utilized in the financing of the export subsidy program, 
provided that no sales in excess of the quantity required to finance the export 
subsidy program shall be made for unrestricted use at less than 110 percent of the 
prevailing support price for cotton. The acreage allotment for cotton under these 
recommendations would be an acreage designed to meet the projected demand. 

(2) We oppose legislation to reinstate price support for dairy products at the 
1957 levels. 

All of the so-called self-help programs for dairy currently under consideration 
provide for a tax on dairy farmers to finance surplus disposal. We oppose the 
enactment of such proposals. 

(3) Unless our present investigations develop a better program for sheep and 
wool, we will favor legislation to extend the present wool program temporarily, 
provided the mandatory checkoff provision, authorized by section 708, is deleted. 

(4) In order to assure adequate supplies of cotton and to improve its competi- 
tive position, we favor an increase in cotton acreage for 1958, coupled with a 
lower level of price support than would otherwise prevail. 

If legislation is required to accomplish this, we recommend that for 1958 each 
individual farmer be given a choice of (a) an increased acreage allotment of 
25 percent and a price support of 70 percent of parity or (b) the acreage allot- 
ment and price support effective in 1958 under present law. 

Farmers accepting the increased acreage and lower price support for 1958 
would not be eligible to participate in the cotton acreage reserve program for 
1958. 

Additional acreage planted in 1958 under the provisions of alternative (a) of 
this program would not be counted in determining future farm, county, State, and 
National allotments for cotton. 


The Cuarrman. Mr. Voorhees, there is only one question I would 
like to ask you. 

On page 2 of the first full paragraph you say that in 1957 for all 
milk wholesale the average price received was 88 percent of parity 
and the parity equivalent for manufacturing milk was 8314 percent. 

Approximately 50 percent of farm sales of milk was fluid. You end 
up by saying that the farmers received for fluid milk somewhere 
around 90 percent of parity. 

Now what effect did the present law or present prices have in making 
it so that the farmers got this 90 percent of parity, if your figures are 
correct ? 

Mr. Vooruers. As was mentioned, I think by Senator Thye, a while 
ago, a large part of the products in that part of the country, the milk 
is for manufacturing purposes, and much of this received the support 

rice. 
‘ The Cuarrman. You do not think that the fixing or pegging the 
= manufactured milk has the effect of raising the price of fluid 
milk 
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Mr. Vornees. I thinkso. I think it carries through. 

Wherever you put the floor it affects the whole supply. 

The CHatrman. Surely, so that this statement of yours wherein 
you say that the fluid milk producers received 90 percent of parity, you 
have in mind the fact that you have the benefit of support prices. 

Mr. Vooruers. Certainly. 

The Cuarrman. Except for that you would not have received 90 
percent ? 

Mr. Voorners. That is very possible. 

The Cuarrman. Any further questions? 

Senator Youne. I would like to ask a question. 

The CuarrmMan. Senator Young. 

Senator Young. I asked a while ago what position the Farm Bureau 
organization had in the Midwestern States. 

What is the position of the Farm Bureau in New York, New Hamp- 
shire, Vermont, Maine, and Massachusetts ? 

Mr. Voornegs. We have no State in the Northeast that has con- 
sidered advising the American Farm Bureau that they differ in opinion 
with us. This statement was prepared 2 or 3 weeks ago. 

This has been studied in the various States. They are familiar with 
the position we are testifying to here. We have heard from none of 
these people and I know many dairy farmers in New York State that 
concur inthis. I know dairy organizations in New York State who do 
not. 

Mr. Woottey. I might add, Senator Young, I was in a meeting in 
New York State where all of the county farm bureau presidents were 
present and they were quite strong in their opinion that there was 
no basis for forcing the increase in price supports back to what it was 
in 1957. 

(Off the record.) 

The CuatrmMan. Senator Symington. 

Senator Symineron. Yes, Mr. Chairman, I have a couple of ques- 
tions of the witness, if I may. 

First, where does the Farm Bureau stand nationally on the soil 
bank ? 

Mr. Vooruerrs. We propane a soil bank a number of years ago 
when it came up originally. Our position now is that we should 
emphasize the conservation reserve part of the soil bank. 

Senator Symrineron. Then you would expect to reduce the amount 
of money that is going into the soil bank; is that right ? 

Mr. Voorners. We have recommended, I think, for soil bank appro- 
priations $500 million, which is included in the present appropriation. 

Senator Symineton. $613 million went into soil bank last year, so 
in effect, therefore, your recommendation is a reduction; is that 
right ¢ . 

‘Mr. Vooruers. Yes, but of course we had two phases of it last year. 

Senator Symrneton. I am talking about the acreage reserve alone. 

Mr. Voorners. We are putting our emphasis on the conservation 
reserve. 

Senator Symineron. $613 million went into the acreage reserve in 
1957. 

Mr. Vooruees. Then there would be a reduction. 

Senator Symineton. Are you asking that only $500 million be ap- 
propriated for both the acreage reserve and the conservation reserve ? 
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Mr. Vooruess. That is all we have requested. 
Senator Symineron. I understand that over $750 million would be 


needed for the 1958 acreage reserve to cover all farmers who want to 
go into the soil bank. 


Mr. Chairman, apparently the Missouri Farm Bureau does not 
agree with the National Farm Bureau in this connection. If I may 
quote from a letter : 


Last night we sent a telegram relative to the action of the Missouri Farm 
Bureau Federation Board pertaining to the securing of additional funds to get 


maximum participation in the acreage reserve part of the soil bank program in 
1958— 


and then the letter goes on to state the reasons why they want to give 
the acreage reserve a chance and it is signed by the president of the 
Missouri Farm Bureau Federation. 

I won’t take the committee’s time to read all of the letter, but I 
would ask at this point that it be included as part of the record. 

The Cuarrman. Without objection it is so ordered. 

(The letter is as follows :) 


MissourRI FarRM BUREAU FEDERATION, 


Jefferson City, Mo., January 29, 1958. 
Hon. Stuart SyMINGTON, 


United States Senate, Washington, D. C. 


Dear Senator SyMineton : Last night we sent you a telegram relative to the 
action of the Missouri Farm Bureau Federation board pertaining to the securing 
of additional funds to get maximum participation in the acreage reserve part 
of the soil bank program in 1958. 

For the first time since the soil-bank amendment was adopted, there is an 
opportunity to make it really effective in bringing production in line with 
demand, insofar as feed grains are concerned. As the program now stands, 
the amount of money allotted has been far oversubscribed; and, according to 
various reports, there is a probability that the funds available will be allotted 
on the basis of first come, first served. Such a division of funds would be very 
unfair, because the week of the signup in Missouri has been a week when many 
people couldn’t get through the snowdrifts even to get to the office. 

I cannot believe that the intent of Congress was that the allocation of these 
payments would be on the basis of who reached the county office first in order to 
sign up. At least the Secretary should be prevailed upon to apportion the money 
among those who sign up on an equitable basis, without excluding anyone 
completely. 

Our board recognizes the tremendous effort that is going to be made to balance 
the budget and at the same time go all out for defense. Though farmers are a 
minority group at present, they are a basic segment of our economy, and they 
do have a right to be considered by the Federal Government in efforts to main- 
tain a sound agricultural economy. I sincerely hope that you will do everything 
possible to get the appropriations immediately, in order to make the acreage 
reserve program effective. 

As you have noticed in the news releases, our board also requested the Secre- 
tary of Agriculture to reverse his decision to lower price supports on dairy 
commodities at this time. Such action would only further inflame the dairy 
producers of Missouri and would be of little benefit to the consumers. We are 
not asking for legislation to prevent his lowering support prices, but we are 
urging him to not lower them, in the hope that participation in the soil-bank 
program would be given an opportunity to get at the cause of the problem, 
which is oversupply of feed grains, and that within a year or two, we can make 
the necessary adjustments. 

Yours sincerely, 
H. E. StusuHer, President. 

Senator Arken. Mr. Chairman, I just want to make a statement 
for the record. ! y 

The State of Vermont is more dependent on dairying for its agri- 
cultural income than any other State in the Union. Approximately 
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80 percent of our agricultural income comes from dairy products. I 
think Wisconsin is next with 58 percent and others in lesser degree, 
and after the Secretary announced a cut of 25 cents a hund for 
class II milk as of April 1 and requested authority to cut it approxi- 
mately 50 cents a hundred more, I wrote to each of the 22 dairy co- 
ops which have membership in the State of Vermont. 

These 22 cooperatives have headquarters in various places, and I 
asked them these questions: Do you approve of the reduction of 25 
cents a hundred in the price of class II milk as of April 1? 

Do you approve of the Secretary having authority to reduce it still 
further to 60 percent of parity ? 

I forget the exact wording I used. 

I also asked, “Would you approve setting aside the milk-marketing 
order as was proposed in Pennsylvania and New York and Boston 
markets in code to bring the class I price into line with that which 
prevails in other parts of the country?” and finally I asked “Do you 
approve the Abernethy self-help bill?” TI'sent them copies of the bill 
with no comment: whatsoever. I have gotten replies from 20 of the 
22 cooperatives which have members in the State of Vermont. 

One cooperative approved the cut of 25 cents a hundred to take 
effect April 1. Nineteen opposed the 25-cent cut. All 20 coopera- 
tives opposed giving the Secretary any authority to cut milk-price 
supports further. That included the one who would go along with 
the 25-cent cut. All opposed setting aside any milk-marketing orders 
in order to bring the price of class I milk down. 

They did not all reply to the self-help bill because they have not 
all studied it. They are still working on that. There were 8 that 
opposed it and 5 supported it of those who answered. 

The State grange opposed all the cuts in the dairy-support’ prices, 
but supported the Abernethy bill. 

I have not heard from the Farm Bureau on that. They have taken 
no position so far as I know. I think they met—the executive com- 
mittee, that.is—and did not quite agree among themselves. But that 
is the situation as it.is in Vermont. 

Now you might ask “Why does the Vermont producer ¢are about 
the price of class IT milk when only 27.6 percent of the milk produced 
in the New England area is class II?” 

The reason is that if the class IT milk is knocked down in Missouri 
or Minnesota or Wisconsin or Tlinois, it creates a great deal of dis- 
content throughout the whole dairy area. We probably could live 
all right with a 13-or-14-cents-a-hundred cut in the price of milk, but 
the psychological effect of the cuts has been very bad: It happened 
to come almost simultaneously with a drop of 66 cents a hundred we 
are taking under our Boston market order with more cuts coming up 
in April and possibly later on. 

So add it all together, and it will have the effect of bringing the 
price of milk probably down to 3.50 a hundred in the State of Ver- 
mont, and the psychological effect is anything but good. 

Mr. Voorness. Senator Aiken, you mentioned the Boston order. 

Senator Arken. Yes. 

Mr. Vooruees. You would, of course, realize the New York order 
just south of the Boston order uses only about 47 percent of its milk 
for class I purposes. 
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Senator Arken. That is true. The Boston order utilizes 53 percent 
of its milk for class I purposes, but the Boston market has to carry 
the surplus for all those other New England markets, and New Eng- 
land as a whole has only a 27.6-percent surplus, which is not an unrea- 
sonable surplus. 

It is unfortunate that the Boston market is carrying a surplus, and 
those who produce in the Boston market, and that means most of our 
people in Vermont, will get the full effect of the cut as of April 1. 

Mr. Voornezs. This has come about as a result of the amended New 
York order in the last year or so. 

Senator Arken. That is true. 

Mr. Vooruers. This situation was not this way before. 

Senator Arken. I agree that the dairymen of Vermont had last 
at perhaps the best year they ever had. The dairy people of New 

ork had a good year after the middle of the summer, and I am glad 
they did. I wish they could have good years every year. 

The Cuarrman. Senator Symington ? 

Senator Symineron. Thank you, Mr. Chairman. I want to be sure 
that I got your position correctly on this, Mr. Voorhees. 

Does the American Farm Bureau approve additional appropriations 
for the 1958 acreage reserve to cover all who wish to participate ? 

Mr. Voorners. Senator Symington, I am not prepared to testify to 
this. This is another problem that we have discussed at our board 
meeting, and I did not come prepared to discuss this provision this 
morning. 

Senator Symrneron. I would like to read into the record just one 
short paragraph from a letter I received from Mr. Emmett Slusher, 
president of the Missouri Farm Bureau: 

Our board—— 
that is the Missouri Farm Bureau’s board— 


recognizes the tremendous effort that is going to be made to balance the budget 
and, at the same time, go all out for defense. Though farmers are a minority 
group at present, they are a basic segment of our economy, and they do have a 
right to be considered by the Federal Government in efforts to maintain a sound 
agricultural economy. I sincerely hope that you will do everything possible to 
get the appropriations immediately in order to make the acreage-reserve program 
effective. 

You are not prepared to comment on that; is that right ? 

Mr. Vooruees. No; not this morning. 

Senator Symrneton. Mr. Woolley, are you prepared to? 

Mr. Woottey. No, sir; for the same reason that was stated by 
Mr. Voorhees. ! on 

Senator Symineton. As I get it, the net of your position, Mr. Voor- 
hees, is that you support this cut in dairy products; is that right ? 
_ Mr. Voornesrs. We think for the best long-time interest of the Amer- 
ican dairy farmers it is advisable. 

Senator Symineron. How long, how many years? 

Mr. Vooruees. During my lifetime. , 

Senator Symineton. Would you say the improvement will appear 
within the next 25 years ? 

Mr. Vooruers. I would hope so. 

Senator Symineron. But you are not sure? 

_ Mr. Voorners. I would appreciate it if you would make that a 

little longer, but I doubt if you can. 





— 


ee 
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Senator Symineron. I was thinking of the dairy farmer. 

Mr. Voornees. I though you were making reference to my par- 
ticular age. 

Senator Symrneron. Seriously, do you think within 25 years this 
will show up? 

Mr. Vooruers. Oh, certainly. Our cycles in the agricultural econ- 
omy are more rapid than every 25 years. 

Senator Symineton. Would you say within 10 years this improve- 
ment will show ? 

Mr. Vooruees. Sure. 

Senator Symineron. Within 2 years ? 

Mr. Vooruees. No; because we cannot change the complexion of the 
dairy industry that fast. 

Senator Symineron. You say here this is the road to freedom. Of 
course within 2 years if he suffers to the point where he has to sell 
his foundation herds, then his road to freedom won’t be very con- 
structive. 

Mr. Vooruesrs. I doubt if it would be permitted to go this far—75 
percent support would not permit this. This is one industry that 
still is free to go ahead and produce all the products that it wants to. 

Senator Ture. Will the Senator from Missouri yield at that point? 

Senator Symrneoron. I will be glad to yield. 

Senator Ture. You mentioned 75 percent. 

Mr. Voorurrs. Yes. 

Senator Ture. Then you would stand at 75 percent. 

You do not support the Secretary because the Secretary asked that 
the supports be reduced / 

Mr. Voorners. I am certainly not testifying on the statement of 
the Secretary. 

Senator Ture. But your own personal opinion ? 

Mr. Voornres. My own personal opinion ? 

Senator Ture. Yes. 

Mr. Vooruers. I doubt if there is a place in the record for that. 

Senator Symineron. We will be glad to give you the space if you 
want to make a comment. 

Mr. Vooruess. I may take advantage of it. 

Senator Symincron. You can do it right now. 

Mr. Vooruers. I think that 75 percent even in my own opinion, 75 
percent is high over the long pull for the dairy industry, for the good 
of the dairy industry and my family who I would lke to see stay 
in the dairy industry. 

Senator Ture. Ifthe Senator from Missouri will yield at that point, 
might I ask what do you get as the price for your milk? 

Mr. Voornees. The blend price for our milk in January, and I was 
not sure about it when I testified last week before the House committee, 
I missed that by 2 cents, but the blend price for our milk is 4.93. 

Now that is 4.93 a hundred for 3.5 percent butterfat. 

Senator Ture. That is standard milk? 

Mr. Voornesrs. This is the New York order. And in addition to 
this I receive certain premiums. One is a location differential. I 
am only 30 miles from where the milk is used. 

Senator Ture. I am less than that. 
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Mr. Voornesrs. Another is that I have very even production. An- 
other premium that I have is because the milk tested for the month of 
January 5.15 percent butterfat. 

Senator Ture. I am not interested in anything other than the 3.5 
because that is the scale. You go up or down from that seale. That 
is where you start figuring from. 

Mr. Voorners. Yes. 

Senator Ture. But your blend was 4.93 

Mr. Vooruess. I think 4.93 is right. 

Senator Tuyr. Now, then, your grade A where you are in base was 
how much ? 

Was that what it amounted to, 4.93 # 

Mr. Vooruers. This was the blend, and I cannot tell you what 
class I milk was. 

Senator Ture. But you maintain a unniform flow so that yours are 
like most of these milksheds now. Yow build your base in July, 
August, September, and October, do you not? 

Mr. Voornuers. We do not work on a base in the order. There is no 
base at all. 

Senator Tuyr. But you have to stay within a uniform production 
monthly or otherwise you take a decrease 4 

Mr. Voorners. No. The dealer to whom I ship, we have no contract 
or provisions unless I ship a certain quantity. It is because I have 
done this for about a quarter of a century, even production. 

Senator Toye. Thank you. 

Senator Arxen. What market does your milk go to? 

Mr. Voornees. It goes to the fluid-milk market of order 27, 

Senator Arken. In New York? 

Mr. Voornesrs. The New York order. 

Senator Aiken. Not Philadelphia / 

Mr. Vooruees. And this milk is actually consumed in the metro- 
politan area of northern New Jersey. 

Senator Ture. Then do you get more than the 4.93 because) you 
are a uniform supplier / 

Mr. Voorners. My dealer is paying me above the order price. 

Senator Toye. How much, if I may ask ? 

Mr. Vooruers. About 28 cents. 

Senator Tuyr. About 28, because you see you go at it in a different 
manner than they do in some other orders. 

In some areas they have to earn it in the high-consumption period 
of the year, which becomes the base which they work on for the first 
6 months of the year. 

So you have 82 plus 4.93, and any man that has the same uniform 
production that you have gets that same advantage. 

Mr. Voornrss. No; this is not true. It depends on his market. 
It depends on his dealer. This is over and above. 

Senator Symrneron. If the Senator will yield, where is your farm? 

Mr. Voorners. About 6 miles north of Princeton, 

Senator Symineron. In New Jersey ? 

Mr. Vooruers. Yes. 

Senator Youne. Could I ask you this question ? 

How many milk cows do you have? 

Mr. Voorners. About 70 head of animals on the farm and we are 
milking 37. 


| 
| 


————————— 
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Senator Symineron. I see in the latest Agricultural Prices 
(USDA) that in New Jersey you get $5.85 average return in January 
1958. Why are you taking 4.93 if the average is 5.85? a 

Mr. Vooruees. This is only a part of New Jersey that is in the 
New York order and I happen to be in the New York order. Those 
south of me are not in an order and are getting more money. 

Senator Tryr. You get 5.21? 

Mr. Voornees. For 3.5 milk. 

Senator Ture. For 3.5, and that is where you start figuring from 
up or down. That is standard. So you get $5.21. 

Now how would you, sir, like to be the little producer out in the 
Midwest that got less than $3 a hundred for his milk? 

Mr. Voornees. How would I like to be him ? 

Senator Ture. Yes. 

Mr. Voorness. I was this fellow once. 

The Cuatrman. That is why he moved to New Jersey. 

Mr. Voorures. I was this fellow. I did not do it in that particular 
area, but I was a small producer. 

Senator Ture. I beg your pardon. He may be an 80-cow producer. 
What I am getting at, he is the little peanut out there. He has not 
a Newark or a big market as a consuming center. He is producing 
to have the milk condensed or made into butter or made into cheese, 
and when he gets done, he does not have $3 a hundred for his 314 
percent butterfat. That is what I am getting at. 

Mr. Voornees. His costs are considerably less than mine. 

Senator Symrneton. If the distinguished Senator will yield back 
to me. 

Senator Ture. I yield. 

Senator Symrneton. I am very sympathetic and very interested in 
what my senior colleague knows on this subject, and I would ask him 
to interrupt at any time. 

But I would just like to be sure that I get some figures in the record 
here which might be of interest to him. 

The average New Jersey milk is $5.85, in Missouri the average is 
$4.15 although it is nothing like that in the Springfield milkshed down 
in southwest Missouri. 

I notice that in Minnesota the average is 3.15 which I presume 
worries the Senator. 

Senator Ture. If the Senator will yield there. 

Senator Symineron. I will be happy to yield. 

Senator Tuye. I placed in the record of last week statistical facts 
from the Twin City Milk Producers Bulletin. The Twin Cities is 
the largest single producers cooperative supplying about 90 percent 
of the milk for the Minneapolis-St. Paul market, and the farmer 
pooeees for that group does not net $3 a hundred for 34-percent 

utterfat milk. 

Senator Symineron. I am just wondering why you think it is 
important not only to reduce prices down to 75 percent but to reduce 
them even further down to 60 percent. 

The basis of the idea in America is that purchasing power is im- 
portant. Why do you want to see the prices reduced even further 
than Mr. Benson says they should be reduced? I do not quite under- 
stand that. 
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Mr. Voornees. My philosophy leads me to say this: If we encour- 
age overproduction of milk, the price of it would go down regardless 
of an attempt by the Government to keep the price up. 

Senator Symuneron. The price has been going down steadily for 
15 years and the production has been going up. 

Mr. Voorners. I think the record, Senator Symington, will show 
the contrary is true. ' 

Senator Syawrneron. I thought Senator Proxmire testified that 

Mr. Vooruers. He did. 

Senator Symrneron. But you do not think that is correct? 

Mr. Vooruers. According to the Department figures he was in 
error, I believe. 

Senator A1kEeNn. 1957 was almost a record year for prices. It was a 
good year but I think we are entitled to a lot more good years, too. 

Senator Symrneron. Mr. Chairman, I will not take too much time 
of the committee at this time but I would like to put in the record 
this statement from the Missouri Farm Bureau, who naturally, are 
closer to our farmers and the people I represent than the American 
Farm Bureau. 

In the same letter where they take a position which is opposite to the 
National Farm Bureau, they also said, and I quote: 





As you have noticed in the news release our board also requested the Secretary 
of Agriculture to reverse his decision to lower price supports on dairy com- 
modities at this time. 

Such action would only further inflame the dairy producers of Missouri and 
would be of little benefit to the consumers. We are not asking for legislation 
to prevent his lowering support prices, but we are urging him to not lower them 
in the hope that participation in the soil-bank program would be given an 
opportunity to get at the cause of the problem which is oversupply of Federal 
grains, and that within a year or two we can make the necessary adjustments. 

Yours sincerely, 
H. E. SrusuHer, President. 

Mr. Chairman, you said that letter would be made a part of the 
record. I want the record to show that the Missouri Farm Bureau 
does not agree that the dairy price supports should be reduced. 

Also, Mr. Chairman, I would like to say that the three largest milk- 
producing organizations in Missouri have opposed further dairy price- 
support cuts. : ee 

“In addition to the Missouri Farmers Association, the largest farm 
organization in my State, and the Missouri Farm Bureau, the second 
largest farm organization in my State, the Pure Milk Producers of 
Kansas City; the Sanitary Milk Producers of St. Louis, and the Pro- 
ducers Creamery of Springfield, Mo., all are opposed to any reduc- 
tions in dairy price supports. 

I thank the Chair and I have no further questions to ask the 
witness. 

The Cuairman. Are there any further questions? 

Mr. Vooruers. Mr. Chairman, I would like to just make a short 
statement for the record. : 

I am sure that Senator Symington did say that also in the letter 
from Mr. Slusher who is also a very personal friend of mine, the 
president of the Farm Bureau in Missouri 

Mr. Voornees. That the Missouri Farm Bureau was not seeking 
any legislation pertaining to the price-support level. 

The Cuarrman. The whole letter has been put in the record. 





| 
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Mr. Vooruers. This is a part of his letter on the last page. 

Senator Syminoron. I read that to you just now. 

Mr. Voornerrs. Yes, I am sure you did. You mentioned originally 
that he had said this. 

Senator Symrneton, If Mr, Slusher is sincerely opposed to the re- 
duction of dairy price supports and the only way to prevent it is 
through legislation how could you be opposed to it? 

Mr. Vooruees. Except that this was his letter. 

Senator Symrneton. I have read his letter to you. 

Are you implying that he is not telling me the truth when he writes 
me and says he is opposed to the legislation ? 

Mr. Vooruers. No, I am not. 

Senator Symincron. Then what is your point? 

Mr. Vooruess. I will answer it. He does not feel that there should 
be legislation. In other words, his business is with the Secretary 
rather than with the legislators in this instance. 

Senator Symineton. Well, so what? 

Mr. Vooruees. That is about it. 

Senator Symineton. Do you think he is sincere when he says he is 
against the position that you are taking this morning ? 

“Mr. Voorures. He has not written us and said that he differs with 
our position. 

Senator Symrneron. He has written me that he is opposed to the 
lowering of any dairy price supports. 

The Cuarrman. The letter will speak for itself. 

It is in the record. 

Mr. Vooruers. I think so. 

Senator Symrneton (reading) : 

As you have noticed in the news release our board has also requested the 


Secretary of Agriculture to reverse his decision on price supports on dairy 
products at this time. 


Such action would only further inflame the dairy producers of Missouri and 
would be of little benefit to the consumers. 

That is his position. He says: 

We are not asking for legislation to prevent his lowering support prices. 


Mr. Voorhees, certainly knowing Mr. Slusher as you do, and I as 
I do, I believe he is sincere. I have great respect and affection for 
him. We are good friends but he is asking me to prevent price-support 
reduction in dairy products. If this can’t be accomplished adminis- 
tratively, then it must come legislatively. 

Mr. Vooruers. Mr. Chairman, for the record inasmuch as we dis- 
cussed the trend in prices received by dairy farmers for milk, the 
average prices according to the dairy statistics of the Agricultural 
Marketing Service of the United States Department of Agriculture 
issued October 1957, the weighted average in 1949 was $3.95. 

In 1956 it was $4.15, so it does not show a decline but rather an 
increase in weighted average prices. 

Senator Symineron. Mr. Chairman, I want to ask one other ques- 
tion if I may. 

I read you what was in Mr. Slusher’s letter, Mr. Voorhees, about 
not asking for legislation, but do you feel that this means that I 
should not ask for legislation if this is the only alternative in pre- 
venting the cut ? 
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Mr. Vooruees. I think Mr. Slusher feels from the letter that there 
should be this range of support level which the Secretary should use 
in administering the law, ab nding on the supply, that he should 
use this rather than to close this hole from 85 to 82 percent or what- 
ever it happens to be, leave this open. 

Senator Symrneron. The Missouri Farm Bureau board does not 
want any reductions in dairy price supports. This is what Mr. 
Slusher’s letter states. 

I just read it to you, 

Mr. Vooruess. But he believes the Secretary should have this price 
. 3 percent or 83, whatever the prevailing price is now, or support 
evel. 

I can appreciate that it might be confusing. 

Senator Symineron. I follow you. In your opinion, what the let- 
ter says is that it is none of the Congress’ business as to what the price 
should be, and that the Secretary of Agriculture has the right to lower 
it and the Congress should not interfere with his position, is that 
right ? 

Mr. Vooruess. I do not believe so. We are getting to the point 
where we are apt to say the letter is ambiguous. 

Senator Symineron. I will ask Mr. Slusher to give his position 
based on this colloquy. My impression was, after reading the letter, 
that he was opposed to price reductions and he was asking that I do 
anything I could to prevent it. 

The Pitlsseain. The letter speaks for itself, gentlemen. It has 
been put in the record. 


STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Woortey. Mr. Chairman, may I make this point: What Mr. 
Voorhees was saying I think is an accurate reflection of what Mis- 
souri’s position is. They would like to have the Secretary restore the 
level of price support. They would like you as a representative of 
Missouri to help in getting the Secretary to do that. They would not 
like to have the law changed, however, narrowing the spread between 
the high and the low level of price mr kta because they feel like 
that much latitude should be retained in the law. 

Senator Symrneron. Based on the reports I have received the 
farmers of Missouri are fed up with these activities of Secretary 
Benson in cutting the prices they are getting for their products. 

Mr. Wooutey. I merely mentioned that this is what Mr. Slaughter’s 
opinion was. He was trying to say in this letter that he wanted you 
to work to get the Secretary to restore the level of price support 
and he wanted the Secretary to restore it but he did not want to 
change the law. 

Senator Symineron. [am very glad you brought that up. 

From what you have said, the letter says it would be wrong for the 
Secretary to cut the prices but it would be equally wrong for the 
Congress to interfere with whatever the Secretary wanted. 

Mr. Woottry. No; it is different between passing a law on the one 
hand, and administrative action on the other. 

He does not think that you should narrow the range of the level 
of price support. 


————————— 
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Senator Symineton. Mr. Chairman, I make one more point. I 
think Mr. Slusher is completely sincere in his position that he would 
like to prevent the dairy farmers of Missouri getting a further 
arbitrary price reduction as a result of activities under the law by 
the Secretary of Agriculture. 

The Cuarrman. Without objection the committee will stand in 
recess until 9:30 tomorrow. 


(Whereupon, at 12:35 p. m., the committee was recessed until 
9:30 a. m., Tuesday, February 25, 1958.) 
(Additional statements filed for the record are as follows :) 


STATEMENT Frrep By Hon. JOHN SHERMAN Cooper, A UNntrep Srates SENATOR 
From THE STATE OF KENTUCKY 


Mr. Chairman, I wish to testify this morning in support of Senate Joint Resolu- 
tion 149, the Aiken-Humphrey resolution to stay any reduction in the dollars- 
and-cents level of support prices for dairy products until the Congress can make 
such changes in the price-support law as may be necessary at this time. In my 
view, immediate action by the Congress along these lines is necessary if dairy 
farmers in my State, and in other States, are not to suffer substantial loss of 
income during the next marketing year. 

The practical effect of this resolution would be to freeze dairy price supports 
at the current level, in terms of dollars and cents, and to prevent the reduction 
effective April 1 which the Secretary of Agriculture announced on December 18. 

The present level of price support is $3.25 per hundredweight, or approxi- 
mately 8214 percent of parity, for manufacturing milk, and 58.6 cents per pound, 
or 80 percent of parity, for butterfat. The Secretary has announced that for 
the 1958 marketing year, which begins April 1, dairy supports will be reduced 
to the legal minimum of 75 percent of parity—or approximately $3.02 per 
hundredweight for manufacturing milk. The Secretary has stated that under 
present law he believes he has no alternative but to reduce support prices as 
announced, under the conditions of “adequate supplies” set forth in the law. 

I submit for the committee’s consideration, and ask that it be included in the 
record of these hearings, House Resolution No. 48, passed by both houses of 
the Kentucky Legislature on February 7, asking that the Congress maintain the 
current level of dairy price supports through 1958. In my view, the Aiken- 
Humphrey resolution would accomplish precisely what this resolution asks, and 
what hundreds of Kentucky dairy farmers have written to ask me be done with- 
out delay. This resolution points out that the announced reduction would 
reduce the income of dairy farmers in Kentucky by approximately $644 million. 
It further opposes the proposal that the Secretary be given discretionary author- 
ity to reduce dairy price supports to some unknown figure down to 60 percent of 
parity—which could reduce dairy income in the State of Kentucky by approxi- 
mately $17% million. 

I have also received appeals from every dairy farmer organization in Ken- 
tucky—all of which joined in a resolution urging that dairy price supports be 
maintained at not less than the 1957 figure. Without exception, the hundreds 
of farmers who have written me and talked to me about this matter point out 
the substantial losses they will incur if the announced reduction is not reversed 
by prompt legislative action. Many point out that their only alternative will be 
to increase production in an attempt to make up by increased volume this decrease 
in price. 

Dairy farming is an increasingly important source of farm income in Kentucky, 
and plays an important part in the agricultural economy of the State. Particu- 
larly at this time, in view of the close relationship between the agricultural 
economy and the total economy of the State, and when efforts to support and 
bolster that economy are clearly needed, it is matter of vital importance that the 
incomes and buying power of dairy farmers be maintained. 

Income from dairying in Kentucky is now second only to that from tobacco, 
and the State ranks 13th in the Nation as a leading producer of dairy products 
Approximately 60,000 farm families in the State depend on dairying as a source 


of cash income, and gross farm income from dairy products now amounts to $100 
million annually. 
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Kentucky is making excellent progress in improving its dairy herds, and in 
developing a diversified agriculture more closely related to a grass-livestock 
economy for which much of the State is naturally well-suited. This progress 
could be hampered, or set back, by measures which would adversely affect the 
growing dairy industry of the State—which will be needed to meet the future 
needs of its population. 

Milk production in the State has increased from 2.272 million pounds 10 
years ago to 2.666 million pounds last year—or one-sixth more. Cash farm 
receipts from the sale of dairy products has increased even more sharply, 
from $55 million in 1946 to $78 million in 1956—an increase of 42 percent; 
in the last 2 years alone cash receipts have improved by $11 million. This 
record has been made by farmers with approximately the same number of 
milk cows, as they raise the quality of their herds, largely through the better 
sires available from cooperative bull rings, and as they adopt improved feeds 
and feeding. Dairy farming is also becoming more specialized in the State, 
with 37,000 farmers operating dairy herds of 5 or more milk cows in 1954, 
the last year for which size-of-herd figures are available. 

I cannot agree with the Secretary that the reduction in dairy price-support 
levels will result in lower prices for consumers. I seriously doubt that any 
reduction will be passed along, and farmers now get only about 7 cents a 
quart for their milk. Furthermore, as Senator Aiken has pointed out, con- 
sumption of milk is now increasing faster than the production of milk. The 
dairy industry and dairy farmers are doing an outstanding job in developing 
markets and in advertising and promoting consumption of dairy products. The 
amount of dairy products owned by the Government has been reduced sharply 
from over 10 billion pounds in 1954 to 1.7 billion pounds at the end of 1957. 

The present dairy program has not failed. And it is my view that if the 
present program is not changed—and is kept in accord with the Humphrey- 
Aiken resolution—supply and demand would come into balance in a couple of 
years, as Senator Aiken has suggested. 

It is for these reasons that I give my support to the Aiken-Humphrey reso- 
lution, and I hope the Committee on Agriculture will take prompt action on 
this emergency measure. 


In Housre—Reeuiar Session, 1958—Fripay, Fesruary 7, 1958 


HOUSE RESOLUTION NO, 48 


Mr. James H. Newberry introduced the following resolution, which originated 
in the House, was ordered to be printed. 


A concurrent resolution ee Congress to enact legislation to provide a minimum 
dairy support price for the marketing year starting April 1, 1958 


Whereas on December 18, 1957, Secretary of Agriculture Benson announced 
that dairy price support for the marketing year beginning April 1, 1958, will be 
at 75 percent of parity ; 

Whereas the 75 percent of parity will result in a decrease to approximately 
$3.02 per hundredweight for 3.95 percent butterfat milk from the current support 
price of $3.25; 

Whereas this decrease will reduce dairy income in the State of Kentucky 
approximately $6,597,000 ; 

Whereas on January 16, 1958, the President of the United States in his message 
to the Congress of the United States for a revised farm, food, and fiber program 
recommended that the dairy price support should be determined administratively 
between 60 percent and 90 percent of parity ; 

Whereas the recommended minimum of 60 percent of parity will result in 
a decrease to approximately $2.37 per hundredweight for 3.95 percent butterfat 
milk from the current support price of $3.25; 

Whereas this decrease will reduce dairy income in the State of Kentucky ap- 
proximately $17,582,500: Now therefore, be it 

Resolved by the House of Representatives of the Commonwealth of Kentucky, 
the Senate concurring therein: 

Section 1. That the General Assembly of the Commonwealth of Kentucky 
does hereby memoralize and petition, and does respectfully urge the Congress 
of the United States to enact legislation to provide that the dairy support price 
for the marketing year starting April 1, 1958, shall be not less than the current 
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$3.25 per hundredweight for 3.95 percent butterfat milk and that the Secretary 
of Agriculture shall use a parity equivalent for manufacturing milk based on the 
30-month period July 1946 to December 1948, both inclusive. 

Sec. 2. That the clerk of the house transmit a duly authenticated copy of this 
resolution to the President of the United States Senate, to the Speaker of the 


United States House of Representatives, and to each member of the Kentucky 
delegation in Congress. 





STATEMENT Firtep By Henry M, Jackson, A UNITED StAtes SENATOR FROM 
THE STATE OF WASHINGTON 


Mr. Chairman, I deeply appreciate this opportunity to submit to the Senate 
Agriculture Committee a brief statement in support of S. 2924, the bill I have 
cosponsored with Senator Humphrey and other Senators to prevent further cuts 
in dairy price supports. 

At the outset, I wish to recognize that this legislation is only a stopgap meas- 
ure. It is designed to save thousands of small-dairy farmers from bankruptcy 
before a more permanent solution can be found to the problems of the industry. 

Our Nation’s dairy farmers—who account for 20 percent of the Nation’s total 
agricultural income—have lost more than $600 million since 1954, during which 
time price supports have declined 13.1 percent. They are now faced with an 
additional loss of some $250 million if Secretary Benson’s order cutting parity to 
75 percent prevails. The farmers of my own State of Washington stand to 
lose $4 million if Secretary Benson’s latest order is not countermanded by 
Congress. 

I am talking now only about the reduction to 75 percent of parity that is 
scheduled to take effect April 1. The administration has proposed a further 
cut to 60 percent in support prices at a cost of nearly $1 billion to the Nation’s 
dairy farmers and a total loss of some $16 million to the dairymen of my State. 

Mr. Chairman, much is made of the misconception that further cuts in dairy 
price supports will reduce the cost of milk to the consumer. Nothing could be 
further from the truth. In the last 4 years, while supports have dropped 13.1 
percent, the cost of milk to the Nation’s consumers has gone up 9.3 percent. 
Whatever price cuts to the consumer have been short lived. 

The stake of our dairy farmers in 8S. 2924 and related legislation is great, and 
it is direct. Millions of other Americans—the businessmen who sell goods and 
services to the dairy farmers and the workers who produce the goods and 
provide the services—stand to lose, also, if the dairy segment of our economy 
continues to decline. For ours is an interrelated economy where the well-being 
or lack of well-being of one sector of the economy affects all others. 

Nor is the dairy farmers’ impact on the economy small. Dairy farmers 
account for 20 percent of the total agricultural income—it is the largest 
segment of the farm economy. I am gravely concerned that with further reduc- 
tions in the purchasing power of our dairy farmers the present business recession 
will worsen. For the sake of the dairy farmer and for the sake of the national 
economy we cannot let the ordered cuts in dairy support prices take effect. 

I am certain that I am not the only Senator who has heard from the dairy 
people of his State and from the business people whose own livelihood depends 
to varying degree on the purchasing power of the dairyman. I should be happy 
to supply for the record 100 thoughtful, reasoned letters from my constituents. 
However, for the sake of brevity, I propose instead to include in the main body of 
my statement brief questions from 10 representative letters on the subject of 
dairy price supports. 

From Mr. Earle Bailey, of Snohomish, Wash. : 

“This organization (Snohomish County Dairymen’s Association) up to the 
year of 1953 had about 1,100 members in the county. Since supports were dropped 
in 1954 * * * and after Mr. Benson became Secretary of Agriculture there has 
been a drop in that membership of about 450 members.” 

From Mr. and Mrs. John Sandstrom, of Arlington, Wash. : 

‘“‘We like many others have a Federal farm loan and if we have to walk off our 
place what would we have for 23 years of struggle and what is Benson going to 
do with our farm?” 


From Mrs. Leo Douglass, secretary, Okanogan County Dairymen’s Association, 
Oroville, Wash. : 


“In this district, when milk was 10 cents, retail, we bought feed grain for 
$17 and $18 per ton; we could buy a tractor for $900, wages were 20 cents per 
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hour, etc. Now, milk retails for 26 cents a quart, feed grain costs $65 to $75 per 
ton, a comparable tractor costs $3,200, and wages for farm labor are $1.10 to $1.25 
per hour or more.” 

From Mrs. Margaret L. Bartholomew, Long Meadow Dairy, Clayton, Wash. : 

“We can’t even supplement our dairy income now. With nearly 90,000 people 
out of work in Washington State alone, where could my husband get off-the-farm 
work? 

From Dorothy and Herman Folkerts; Vancouver, Wash. : 

“Many men will be thrown into other industries which at the present time are 
oversupplied with labor, and much farmland will be broken up and sold which 
should be conserved for the future when the population of the country will be 
larger and more food needed.” 

From Mr. E. M. Sorensen, manager, Lewis-Pacific Dairymen’s Association, 
Chehalis, Wash. : 

“Secretary Benson’s plan, mild as it now appears, cast a spell of gloom over the 
entire community. Dairy farmers are panicky.” 

From 13 residents of Colville, Wash., in a joint letter : 

“We put in 14 to 16 hours a day, 7 days a week on the job and it just wouldn’t 
be worthwhile to operate on any less income than we now have.” 

From Mr, William T. Follis, a realtor, Bellingham, Wash. : 

“With the country in its present condition, if such a case happens (the dairy 
price support cuts), half the farmers in Whatcom County will fold up and go 
broke.” 

From Mr. Joe M. Click, manager, Inland Empire Dairy Association, Spokane, 
Wash. : 

“We know from past experience that any such reduction to the dairy farmer 
will be taken up immediately by one of the middlemen such as the milk handler 
or labor organizations. The dairy farmer’s income has been going down at the 
same time that his cost is going up.” 

From Mr. and Mrs. Win Cook, Chewelah, Wash. : 

“Only last week statistics printed in the (Spokane) Spokesman Review stated 
that there was a 20 percent increase in bankruptcies filed for the year of 1957 over 
1956 in small dairy farms.” 

In the face of this eloquent testimony from dairymen and businessmen, I am 
confident this committee will do its part to see that this administration’s dairy 
policies are reversed and dairy price supports maintained at a level that will 
permit our dairy farmers to get by until a more permanent solution is found to 
their problems. 


STATEMENT FILED By JoHN C. YorK, Ex&CuTIVE-SECRETARY, EASTERN MILK 
PRODUCERS COOPERATIVE ASSOCIATION, EAST SYRACUSE, N. Y. 


On December 18, 1957, the Secretary of Agriculture announced that price sup- 
ports for milk and dairy products for the marketing year which begins April 1, 
1958, will be at 75 percent of parity. During the current marketing year price 
supports have been at 83 percent for manufacturing milk and at 80 percent for 
butterfat. 

The contemplated reduction in price supports, if put into effect, will result in a 
substantial reduction in incomes to dairy farmers throughout the country. In 
the New York milkshed the reduction in price supports will mean a loss of 12 
cents per hundredweight in the blend price under order No. 27. Losses to indi- 
vidual producers in the milkshed will vary from about $120 per year in the central 
Pennsylvania area to $335 in the Hudson Valley area, and will, of course, depend 
on the output of each individual producer. 

In announcing the intended reduction the Secretary indicated that the costs of 
dairy price supports to the Federal Government during the 1956-57 fiscal year was 
$379 million. This cost includes other programs for the stabilization of dairy 
prices and incomes such as the school milk program and the program for increas- 
ing consumption of milk by the Armed Forces and in Veterans’ Administration 
hospitals, 

It must be admitted that the cost during the last fiscal year, ending June 30, 
1957, was large. However, a correct evaluation of the program should not be 
limited to an analysis of the costs realized during any one year, but should take 
into account costs over a longer period of time. This is particularly important 
since the costs realized in any 1 year reflect losses on commodities which were 
purchased in previous years. 
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Also, it is of importance to compare the cost of dairy programs with the costs 
of programs for other commodities. This is an approach which the Department 
of Agriculture itself took in a statement which it issued on December 10, 1957. 
This statement was entitled “Facts About Price Supports.” The major premise 
of that statement was that, “Over 80 percent of the price supports and stabiliza- 
tion costs in the 1956-57 period were concentrated in three crops and in butter 
and manufactured products.” 

In a tabulation included in that statement it was shown that 20.2 percent of 
the costs in the overall price-support program were attributable to dairy products. 
In comparison with this figure, the tabulation showed that dairy products con- 
tributed only 14.7 percent of the total cash farm receipts from 1956 sales. 

The choice of the figures for the fiscal years 1956 and 1957 to show the costs 
of the price-support program for milk and dairy products gives an erroneous 
impression of these costs. The costs in these 2 years were particularly large 
because, as already indicated, stocks acquired in previous periods were disposed 
of in these 2 years. 

A much more accurate picture of the price-support program for milk and dairy 
products can be obtained by an analysis of the figures for a much longer period 
of time, that is, for the period from 1932 through 1957. 

This is precisely what the Department of Agriculture itself did on a previous 
oceasion. In a statement issued by the Department on May 2, 1957, entitled 
“Need for Reappraisal for Farm Price Support and Production Control Pro- 
grams,” there was included a tabulation showing the costs for the fiscal years 
1932 through 1957. 

For purposes for this presentation, therefore, we have brought the tabulation 
just referred to up to date by including date for the fiscal year 1957, which ended 
last June 30. 

Taking the data for the 1932-57 period it will be seen that the total costs for 
all commodities, exclusive of unallocable costs, was $13,907,100,000. Of this 
amount, $1,902,500,000 was attributable to programs for milk and dairy products. 
Percentagewise, that is, the share going for milk and dairy products, the figure 
is 13.7 percent. Computed on this basis, it is evident that milk and dairy prod- 
ucts have not absorbed a disproportionate part of the total cost of the price- 
support program, but have actually received less than a proportionate part. In 
other words, while milk and dairy products are contributing 14.7 percent to total 
cash farm receipts, they have received only 13.7 percent of the program costs. 

The share attributable to milk and dairy products may also be compared with 
the shares received by other commodities. For instance, wheat, which contrib- 
utes only 7.4 percent to cash farm receipts, received 27.1 percent of total program 
costs. Cotton, with a contribution of 5.9 percent to farm receipts, took 16.7 
percent of the costs, and corn, which contributed 5.2 percent to cash farm receipts, 
absorbed 13.8 percent of total costs. 

On this basis, it is evident that, among major commodities, milk and dairy 
products received a considerably smaller proportionate share of the total costs 
than did other major commodities. Aside from this, it is to be remembered that 
wheat, cotton, and corn products also receive payments under the acreage re- 
serve part of the soil-bank program, whereas milk producers do not receive such 
payments. During the calendar years 1956-57 wheat producers received $275,- 
592,000, cotton producers received $180,632,000, and corn producers received 
$376,032,000. 

An additional factor to be taken into account is that not all the costs of pro- 
grams for the stabilization of dairy prices and iticomes benefit dairy farmers 
exclusively. If a different system of accounting were used—and considerable 
justification could be advanced for a different system of accounting—many of 
the costs now attributable to dairy programs would show up elsewhere. For 
example, the school milk program is a program which benefits school children 
a good deal more than it benefits dairy farmers. The cost of this program could 
very properly be considered as a part of the national expenditures for health 
and welfare. 

The program for increasing the consumption of fluid milk and dairy products 
by the Armed Forces and by veterans benefits our servicemen and our ex- 
servicemen more than it does dairy farmers. The cost could properly be consid- 
ered as an expenditure for defense or care for our veterans. 

The cost of programs for the stabilization of dairy prices and incomes also in- 
cludes the cost of dairy products donated to foreign countries and to the school 
lunch program. Again these costs might be more properly included in our 
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expenditures for foreign aid, or for health and welfare, than for raising dairy 
farm income. 

When all of these factors are taken into account, it will be seen that the cost 
of dairy support program is not as large as might appear at first sight. The con- 
tinuation of price supports during the coming marketing year on the same basis 
as during the current marketing year would, therefore, be fully justified. 

Accordingly, we urge that price supports for milk and dairy products be con- 
tinued at present levels, and, if possible, be increased in line with the several 
bills which have been introduced in the House of Representatives and in the 
Senate of the United States. 


Cost of farm programs 


[In millions] 


Net realized cost of pro- 
grams primarily for the 
stabilization of farm prices 
and farm incomes 





Fiseal years | Fiscal year 





























1932-57 1957 
Basic commodities: 
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Pe AY sek ep PD. dad cela eee ee CK Se 236.9 152.7 
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Wheat- _ __ ie 4 3, 769. 9 827.3 
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Butter ee 808. 1 62.0 
Cheese auesd 370.7 111.5 
Milk 1. 723.7 205.0 
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I Sieh hak ie BA ca sndaadyenned. Gobet - ee) Dice led ie si ode sae 179.7 66.7 
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1 Includes schoo] lunch and special school milk program. 
2 Credit. 


Source: Office of Budget and Finance, U. 8. Department of Agriculture. 


STATEMENT Fitep By CHARLES M. FISTERE, ATTORNEY FOR THE AMERICAN Dry 
MILK INSTITUTE 


My name is Charles M. Fistere. I am attorney for the American Dry Milk 
Institute which maintains its office at 221 North LaSalle Street, Chicago, Ill. 

The American Dry Milk Institute is a trade association composed of com- 
panies (both farmer cooperatives and proprietary) which manufacture the dry 
products of milk, chiefly among which is nonfat dry milk. The more than 
200 members of ADMI produce approximately 62 percent of the dry milks 
produced in the United States. 

The institute speaks for manufacturers of dry milks and not for dairy 
farmers, although we have a considerable area of common interest with them. 

Other national farm groups whose representatives have appeared before your 
committee are the appropriate and very capable spokesmen for dairy farmers. 


| 


———— 
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Since, however, the members of the American Dry Milk Institute produce 
1 of the 8 dairy products purchased by Commodity Credit Corporation to give 
effect to the percentage of parity support level established by Congress under 
the Agriculture Act of 1949, as amended, manufacturers of nonfat dry milk 
have an interest in the subject matter before this committee. 

During the current marketing year, in fulfillment of the mandate to support 
manufacturing milk at $3.25 per hundredweight, the Commodity Credit Cor- 
poration has been purchasing extra grade nonfat dry milk at 16 cents per pound. 

The American Dry Milk Institute has found that such a price does not 
interefere with domestic sales. During the 2-year period when the current 
support price has been in effect the dry-milk industry has established new 
record sales in the domestic market. In 1955 total domestic sales were 793 
million pounds increasing to 801,900,000 pounds in 1956, and a new high was 
set in 1957 with 945 million pounds. These data indicate that the industry 
has been able to increase domestic utilization at the present support level. 

While it will be the purpose of the ADMI to discuss with the appropriate 
Department of Agriculture officials our views regarding the appropriate buying 
price for nonfat dry milk within any mandate laid down by Congress, we feel 
at the same time that it is appropriate to say to this committee that in any pur- 
chase announcements made prior to April 1, the historic relationship between 
cheese on the one hand and butter powder on the other, should be maintained. 
Moreover, we believe that if the Secretary’s announcement lowering the support 
price to 75 percent of parity goes into effect, that the Department should main- 
tain its buying price on nonfat dry milk since, unlike some of the other dairy 
products, a reduction of the price of nonfat dry milk has not demonstrated in 
the past that it would result in increased commercial utilization. 














FARM PROGRAM—MILK AND DAIRY PRODUCTS 


TUESDAY, FEBRUARY 25, 1958 


Untirep States Senate, 
SUBCOMMITTEE ON AGRICULTURAL PRopUCcTION, 
MARKETING AND STABILIZATION OF PRricEs 
OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., in room 
324, Senate Office Building, Senator Allen J. Ellender, presiding. 

Present: Senators Ellender (chairman of the committee), Hum- 
phrey, Aiken, and Young. 

Also present: Senators Symington and Thye. 

Senator Extrenver. Mr. Kenfield, will you step forward, please? 
Will you identify yourself for the record, Tease? 


STATEMENTS OF LEONARD KENFIELD, MEMBER OF EXECUTIVE 
COMMITTEE, NATIONAL FARMERS UNION, AND PRESIDENT, 
MONTANA FARMERS UNION, GREAT FALLS, MONT.; AND ALEX 
DICKIE, JR., MEMBER OF EXECUTIVE COMMITTEE, NATIONAL 
FARMERS UNION, AND PRESIDENT, TEXAS FARMERS UNION, 
BENTON, TEX. 


Mr. Kenriextp. My name is Leonard Kenfield, president of the 
Montana Farmers Union. I would like to tell you, too, that Mr. Alex 
Dickie, the president of the Texas Farmers Union, is here, too, to 

oi me. 
Senator ELtenper. He has been here three times in succession and 
we know him pretty well. 

Mr. Kenrmp. I also have a statement to present on behalf of Ed 
Christianson, president of the Minnesota Farmers Union. 

Senator Extenper. That will be fine. How does it differ from 
your own ¢ 

Mr. Kenrrevp. It just adds to it. 

Senator ELtenper. Will the printing of one of the statements cover 
the situation ¢ 

Mr. Kenrtexp. I know his is a little bit different from mine. 

Senator E.ienper. In any event, we will have it edited and brin 
only new matter in because we do not want to overburden the record. 

Mr. Kenrrevp. Yes. And, Mr. Chairman, I would like to make 
brief introductory remarks in regard to the conference we had in Mon- 
tana last Friday and Saturday that has a bearing on this whole thing. 

Senator Ettenper. All right, proceed. 

Mr. Kenrrevp. And I would like to say that the situation in regard 
to milk in our State concerns many of our farmers and consumers. 
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At this conference, some of the following positions were brought 
out: That our agricultural economy in Montana is in bad shape. 
There is a feeling of worried uncertainty dominating the thinking of 
many of our farm people. 

Many of those staying on the farms do not know whether to sell 
out now and recover what they can of their property or stay on and 
take a chance that things will get better. Too many young people 
are leaving the farms because they have no opportunity there. They 
are drifting to the cities that are not ready for them either. 

Especially tragic is the movement of many elderly people from the 
rural areas to the cities. We see that happening in our State. Our 
cities in Montana are attracting larger numbers of elderly citizens, 
many of them without means. The rural economies are drying up 
and many of them cannot take care of their dependent aged anymore. 

The old folks go to the cities seeking charity. Meanwhile in the 
towns and cities unemployment is growing. Our towns are seeing 
growing numbers of idle ablebodied men and women. 

These conditions were brought out very forcibly at a farm develop- 
ment conference in Great Falls, February 21 and 22, attended by 400 
or more people representing a statewide participation, The group 
consisted of Farmers Union members for the most part and included 
business people, labor representatives, and professional people as 
well as personnel from our State agricultural college. 

The farm depression is hurting labor and business and the economy 
in general. We have seriously lagging business conditions in many 
of our small towns. We were told at the conference we have upwards 
of 30,000 unemployed in Montana. A few weeks ago the best esti- 
mate was 20,000 unemployed. These are serious figures, high figures 
for Montana where our labor force amounts to about 154,000. 

The people attending our farm program development conference 
practically unanimously recommended that Congress and the admin- 
istration enact a full parity of farm income program. And it was 
the overwhelming opinion that all family-type farm and ranch pro- 
duction be brought under a fair and adequate income protection pro- 
gram. I did not hear a dissenting voice in the nearly 2 days of 
open and full discussion. 

The group recommended emergency and long-range legislation and 
urged support for Senator Murray’s bill to peg the price of wheat 
at $2 a bushel and also urged restoring the supports cut from the 
dairy price structure. 

You will be interested to know that the group of some 400 farm 
people represented grain growers, dairymen, livestock producers, and 
growers of fruits and vegetables. 

I should say here that many of our farm people are in dairy pro- 
duction and the dairy production is sort of interrelated and integrated 
with the production of other types of farm commodities and what 
hurts one, hurts the other. 

In sectional group discussions producers of each of these com- 
modity groups discussed the problems common to those commodities, 
the grain people in one group, the livestock growers in another, 
dairying in a third and the fruit and vegetable producers in a fourth. 

It was interesting that all those groups with different commodities 
and different types of operation strongly recommended long-range 
full parity of income support programs and each insisted longtime 
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income protection and marketing programs he enacted for the family- 
type producers of all agricultural commodities. There were a num- 
ber of special recommendations made pertaining to problems peculiar 
to each group of commodities. 

The businessmen attending the conference represented small inde- 
pendent businesses—a clothing merchant from Shelby, a grocer from 
Polson, a publisher from Hamilton and an implement dealer from 
Great Falls. They came from long-established firms and are recog- 
nized leaders in their areas of the State. 

They spoke of the intimate relationship between the businessman on 
Main Street and the family farming communities, stressing the slow- 
down of business now resulting from falling income. 

To go on, I wish to say that the Farmers Union endorses the bills 
introduced by Senators Humphrey, Aiken, and Symington, members 
of your committee, and similar bills introduced by other members to 
hold milk and butterfat supports in 1958-59 at the 1957-58 level. 
We also commend to your earnest study the proposals along the same 
lines laid before you in these hearings by the National Grange and by 
various representatives of milk producers, farmer-owned creameries 
and other cooperatives. 

Moreover, the need for improved milk and butterfat legislation is 
matched by similar needs to improve the depressed farm income situ- 
ation and to solve similar adverse conditions of various other farm 
commodities in relation to both emergency hold-the-line legislation 
and longtime programs. 

We present for your favorable consideration the following prin- 
ciples that we urge be incorporated in long-range legislation to im- 
prove farm income and within which we feel hold-the-line proposals 
should be considered : 

1. Parity farm income should be the goal. Price parity formulas 
should be replaced by income parity formulas based on the definition 
in existing law. 

2. The best chance farmers have to earn a parity of income is to 
acquire greater control over the price and supply of their commodi- 
ties. 

3. Farmers need and desire the assistance of Federal programs and 
devices to improve their market position and greatly strengthen their 
bargaining power in commodity markets. Cutting the support line 
for dairy products is contrary to this aim. 

4. Commodity programs for stronger bargaining power must be 
carefully tailored to the unique needs and characteristics of particular 
groups of economically related commodities, and of separate individ- 
ual commodities. 

5. When several individual commodities are closely and economi- 
cally interrelated, such as feed grains and livestock, they should be 
handled within a single integrated commodity-group program. 

In the case of milk we should not allow the price of manufacturing 
milk to drop below a proper relationship to class I fluid milk prices. 

6. The several individual-commodity and commodity-group pro- 
grams should be brought together, as your committee contemplates, 
into a comprehensive-one-package-overall system of farm income im- 
provement legislation and operations. This principle, we feel, should 
be applied to emergency hold-the-line proposals as well as to proposals 
of a more comprehensive and longer range matter. 
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7. The law should spell out the specific lower limit of income pro- 
tection below which farm income shall not be permitted, in the 
national best interest, to fall. 

8. Workable devices to enable farmers to keep market supplies in 
balance with demand are needed so that the income protection pro- 
gram per se will operate without cost tothe Federal Treasury, in years 
of full prosperity and full employment. If the hold-the-line bill can 
be adopted, this will give Congress time to give fuller consideration to 
long-range proposals, including provision for market supply adjust- 
ments, that are now pending before your committee and which have 
broad backing by representatives of milk producers. 

9. Authority to use parity income deficiency, or other compensatory, 
payments in workable combinations with price supporting loans and 
purchases is needed as a safeguard to consumers in periods when 
market demand drops from growing unemployment owing to the 
economic recession or depression. 

10. The several phases of the system of commodity programs should 
be designed to fit the needs of economically-adequate family farms 
but should not extend unlimited eligibility to larger-than-family-size 
industrialized-agricultural-production units. 

11. Safeguards should be provided to prevent destruction of the 
commodity programs by unlimited imports at prices less than the 
parity income equivalent level. 

Provision to meet the latter three needs can probably best be in- 
——— in the long-range rather than the hold-the-line emergency 

ill. 

I would like to incorporate the statement of Mr. Edwin Christian- 
son, president of the Minnesota Farmers Union. 

Senator Humpurey. Is Mr. Christianson not going to come? 

Mr. Kenrieip. No. He sent this statement in saying he could not 
come, but he would like to have us present it for him, and here is 
Mr. Christianson’s statement. 

Senator Exitenper. We will put that in the record following your 
statement. 


STATEMENT OF EDWIN CHRISTIANSON, PRESIDENT, MINNESOTA 
FARMERS UNION, ST. PAUL, MINN. 


Mr. Curist1anson. It is important to dairy farmers of the Nation 
that the Senate Agriculture.Committee favorably recommend pas- 
sage of a bill to maintain at least the present price levels on dairy prod- 
ucts and the basic commodities a block any reduction in acreage 
allotments until such time as the Congress is able to proceed on longer 
range farm legislation. 

This would be accomplished in principle in the Humphrey-Aiken- 
Symington resolutions. 

We believe it is urgent to consider the emergency needs of several 
commodities including among others, wheat, cotton, and dairy prod- 
ucts in a stopgap bill, to be followed later by more comprehensive 
treatment of the entire farm-income situation. 

Passage of an emergency bill is necessary so that price levels can 
be maintained at the current level so that proper time and considera- 
tion can be given to the more important basic changes that are needed. 
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The announced dairy cut would mean a loss of $20-million-a-year 
nese in Minnesota and near to $250 million in the Nation as a 
whole. 

Setting aside of the 22-cent cut in wheat supports and avoiding 
possible cuts in supports on corn, feed and oilseed crops would pre- 
vent losses running into the hundreds of millions for the Nation. 

We believe that the committee should take early action to clear the 
bill for consideration on the Senate floor, either as a ‘separate bill or 
preferably in conjunction with emergency action for other com- 
modities. 

Senator ELLenper. Let me say this to you, Mr. Kenfield. You have 
made a lot of generalities here, particularly with respect to your eighth 
recommendation: “Workable devices to enable farmers to keep sup- 
plies balanced with demand are needed.” 

That is all well said. Now I wonder if the Farmers Union has any 
bills they would like to present for us to study and designed to carry 
out your ideas ? 

I have been on this committee now for 21 years and I have been 
looking for a Moses to give us legislative suggestions incorporating, 
in a practical manner, such devices as you state here, and if the 
Farmers Union has any bills to present, Mr. Dickie, I wish you would 
have them in our hands before the committee meets soon, in order to 
work out some kind of a program for the future. 

Mr. Dickie. Yes,sir. We have endorsed the Metcalf bill. 

Senator Exienper. I would like to have something specific. 

Mr. Dicxte. Yes, sir. 

Senator Ex.enper. It is easy to write we want parity income, we 
want this, we want that. The Farmers Union has been having that 
for its goal for quite some time, which is all right. 

I would like to see farmers get parity income. I want farmers to 
get as much as the steel people get if it is possible to attain that goal. 

Mr. Dickie. We believe that has been incorporated in the Metcalf 
bill. 

Senator ELtenper. Is that before the House ? 

Mr. Dicxtr. That is a House bill; yes, sir. 

The Proxmire bill is in the Senate—— 

Senator Humeurey. That isthe Stabilization Act. 

Mr. Dickie. That is in the Senate which is called the bargaining 
power concept which we speak of. 

Senator Extenper. All right. 

Mr. Kenrrevp. We will be glad to cooperate, Senator. 

Mr. Dickie. Members of your committee are thoroughly familiar 
with the implications of the pro cut now whedaied for price- 
support levels of milk and butterfat to go into effect on April 1, 1958. 

As you know, under the existing situation, and in the years ahead 
without strict market supply adjustments, market prices will not rise 
above the support floor. 

Sebinty fies percent of parity would mean $3 milk and 56 cents 
butterfat, and would lead to a drop of almost one-fourth billion dollars 

er year in farm gross and net income earned from milk production. 
hat would add up to a dairy farm income situation that would estab- 
lish a national historical low record. 
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Milk faces both an immediate emergency and the need to establish 
a workable long-range program. 

Senator ELLenper. When you make up your figure there of a billion 
dollars, you assume that all milk throughout the country would sell 
for that price ? 

Mr. Dickie. Yes, sir. 

Senator ELLENDER. You know it won’t. 

Mr. Dickie. I heard the man testify from New Jersey: 

Senator Ex.enper. In the milksheds of various States, not in the 
same category as Wisconsin, Minnesota or even Montana, you do not 
have the large market wherein you can enter into agreements. 

Mr. Dicxte. In the Dallas milkshed in which I live it rests on the 
floor. It rests on the floor now. As this goes down then our price 

roes down and our people cannot stay on those farms if it is any 
ower. 

Senator E..enper. I realize prices would go down, but all of the 
milk would not sell as cheaply as you state here. 

Mr. Dicxts. Well, I hope it would not. 

Senator ELtenper. I don’t think it would. 

Mr. Dickie. But I’m afraid it would. 

Senator Exuenper. Proceed. 

Mr. Dickie. As members of your committee are aware, the support 
levels in effect for manufacturing milk and butterfat are of direct 
importance and significance to city fluid milk producers, though this 
is sometimes overlooked. 

Many of the formulas that set class I milk prices under the Federal 
milk marketing orders base the price of fluid milk on the market 
prices of manufacturing milk and butterfat. 

Moreover, in most orders, the producers receive the class I price 
for only a part of their milk deliveries. Usually the price received 
by producers under such orders is a blended average price made up of 
the class I price and the price of surplus or overage milk that must 
be sold on the manufacturing milk or butterfat market. 

Thus, the support level of manufacturing milk and butterfat aids 
not only the manufacturing milk and butterfat producer, but also the 
fluid milk producer, even when he is partially protected under a Fed- 
era] milk-marketing order. 

Secretary Benson’s action in dropping the price support level of 
manufacturing milk from $3.25 per hundredweight to $3 per hundred- 
weight is a 25 cents per hundredweight cut for all milk, directly or in- 
directly, and not solely for producers outside Federal order areas. 

This would entail a drop of over $250 million in farm gross income 
of dairy farmers and would be a further contribution to the develop- 
ing depression and growing unemployment. The current depression, 
like all its predecessors, was farm led. Continued Federal actions to 
further reduce farm family income would be to swell the depression 
with more farm feeding. 

We hope your committee may find it feasible to report out and bring 
to enactment prior to April 1 a dairy hold-the-line bill for milk along 
the lines of the Humphrey-Aiken bill, together with hold-the-line 
emergency measures for other commodities. This will then give you 
more time to bring together a comprehensive all-commodity long- 
range farm income improvement law including a comprehensive im- 
proved milk program. 
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We are encouraged by the growing development of unity of purpose 
and action among representatives of farmers. 

We are ratified y the plans and spirit within your committee. 
We have been privileged to participate informally in joint efforts and 
meetings with the National Grange and with the National Milk Pro- 
ducers Federation and the 34 or so other individual-commodity pro- 
ducer groups of the Conference of Commodity Organizations. 

We extend to your subcommittee our full cooperation to sneer? 
both emergency and longer-range milk income improvement 
posals that can command the broad congressional support seated 
for enactment. 

I request that the resolution of the Texas Farmers Union on dairy 
products, adopted at its recent convention, be placed in the record 
of these hearings at this point in my statement : 


11. Dairy products. 

(a) We urge the Texas Farmers Union to appoint a standing advisory com- 
mittee of active dairymen to counsel on any problem of legislation, and the 
promotion of the orderly marketing of milk at local, State, and national levels. 

(b) We urge Texas Farmers Union to support, and vigorously promote both 
State and national legislation to require that all milk and milk products sold 
at retail, bear a label on the container or dispenser stating minimum butterfat 
content thereof. 


(c) We urge revision of the Texas Milk Code as follows: 


(1) Allow inspection of the producers milk samples held at the processing 
plant. 


(2) Require all retail milk and milk product containers to show the date 
of preparation. 


(3) Allow the milk producer, or representative, the right to choose be- 
tween the Babcock fresh, or the Babcock composite, method in determining 
the butterfat content of the producer’s milk. 

(d) We urge the Texas Farmers Union to take an active part in the develop- 
ment of a national dairy support and control program which will return to 
the producer parity of income for at least that percentage of milk consumed by 
the United States domestic market plus reasonable reserves for an emergency. 

(e) Until such time as a workable and permanent national program can be 
enacted and put into operation, the Texas Farmers Union urges direct produc- 
tion payments or other available means, with production controls so as to insure 
a price guaranty return to dairy farmers at parity of income. 

Senator Humrurey. What is the substance of that resolution, Mr. 
Dickie? 

Mr. Dickie. It calls for a parity of income to the family farm 
producers of tila St. ite of Texas and the Nation. 

Senator EL.tenpver. That is in a measure what Mr. Kenfield has 
stated here. 

Mr. Dickre. Yes, sir. 

Senator ELLtenper. It is just in different language. 

Mr. Dickie. Yes, sir, and what our understanding was, that this 
testimony today would be on the short-range bills. ‘The reason we 
state Senator Humphrey and Senator Aikens bill, and on the long- 
range we were not aware that that was to be included in the testimony 
today, but we do support Senator Proxmire’s comprehensive farm bill 
as to the long-range ueoRen al. 

Senator Humpnrey. You would not be opposed to S. 2924, would 
you, which would establish for the marketing year ending March 31, 
1959, the price of milk for manufacturing purposes shall be supported 
at not less than $3.50 per hundredweight ? 

Mr. Dicxte. We very much endorse that. 





640 FARM PROGRAM 


Senator Humpurey. That is the bill that I have introduced on the 
date of January the 9th, and I see that my colleague, Senator Thye, 
has a bill that is identical to that, and I believe there is another one 
in here, Senator Potter has one somewhat along that line. 

Mr. Dicxtm. Yes. 

Senator Exzenper: Thank you. 

nn Humpurey. Could we hear Governor Freeman at this 
time 

I’m sure he has another appointment, Mr. Chairman. 

Senator Youna. Mr. Chairman, may I at this time have several 
telegrams from Farmers Union people in North Dakota inserted as 
part of the record ¢ 

Senator Ex.enper. Certainly. 

(The telegrams referred to are as follows :) 

Baker, N. Dak., February 7, 1958. 
Hon. Miuton Younes, 
Senate Office Building, Washington, D. C.: 
We urge you to work toward maintaining support prices at present level. 


FARMERS UNION Co-op ELEVATOR Co., 
Howarp THomMpson, Manager. 


Jup, N. DaKk., February 5, 1958. 
Senator Mirton Youne, 


Washington, D. C.: 
The farmer means our living. When the farmer goes broke it means my job 
and cutting prices will just do that. 
WILBERT F'ope, 
Jud Farmers Union Grain Co. 


Jup, N. Dax., February 5, 1958. 
Senator Mitton Youne, 


Washington, D. C.: 
Farming is my business, I sure hate to see price cutting. Let’s try to stop this 
from happening. 
LEvrI DRENTS. 


Jup, N. Dax., February 5, 1958. 
Senator Mitton Youne, 


Washington, D. C.: 
I sincerely hope you will do everything in your power to stop the movement 
of farmers from the land. 
LEONARD KRUEGER. 


Jup, N. Dax., February 5, 1958. 
Senator Mitton YounG, 


Washington, D. C.: 
By cutting prices it means cutting the farmer’s throat. Let’s not let this 
happen. 
ALBERT KUHN. 


Jun, N. Dak., February 5, 1958. 
Senator MirTton Youne, 


Washington, D. C.: 
Urgently request you do all possible to prevent cuts in wheat and dairy prices. 
ALBERT FREYMARK. 








| 
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Jun, N. Dax., February 5, 1958. 


Senator Mixton Youne, 
Washington, D. C.: 


Things are rough enough as they are today, I hate to see them worse by cut 
ting prices. 


WALTER KieMIs. 


Senator Humpurey. Mr. Chairman, before the Governor enters into 
his testimony, you may recall that as of yesterday in our testimony 
I asked that the breakdown on the total amount of funds that had 
been dedicated to dairy price-support operations and operations re- 
lating to the dairy industry be made available for our testimony ree- 
ord, and the economist for the committee has prepared that and made 
it available to me today, and with your permission, sir, I would like 
to have incorporated in the testimony as of yesterday—— 

Senator ELtenper. That can be done aaa we print the record. 

Senator Humpnrey. I will turn it over to the stenographer here 
with the breakdown. 

Senator ELLeNpeR. That will be incorporated in the record in con- 
nection with yesterday’s testimony. 

(The information referred to is on p. 589.) 

Senator Eitenver. All right, Governor. 


STATEMENT OF HON. ORVILLE L. FREEMAN, GOVERNOR OF THE 
STATE OF MINNESOTA 


Governor Freeman. You have before you rather extensive testi- 


mony for the record, and I am not going to burden you by reading 
it. 


I would like to summarize it and particularly emphasize some 
points that we know will get your consideration and that we feel are 
of substantial importance to us in a number of areas. 


Senator ELtenper. Your entire statement will be placed in the rec- 
ord at this point, Governor. 


(The prepared statement of Governor Freeman and Miles Lord, 
attorney general, is as follows:) 


Dairying is one of the most important aspects of agriculture in Minnesota. 
I should like to present recommendations with regard to dairy programs in two 
areas—first, in support of an adequate and realistie dairy price support program 
until such time as a sound and comprehensive national farm program can be 
adopted—and, second, in behalf of a program to expand the market for Minne 
sota milk products, by the elimination of unsound and unjustified barriers that 
now exclude Minnesota dairy products from part of that market. 


PRICE SUPPORT PROGRAM 


Recent developments in the field of dairy farming are causing widespread 
concern in our State, and I sincerely hope Congress will take remedial action to 
correct these proposed changes. I refer to the December 18 action of Secretary 
of Agriculture Benson announcing that dairy price supports for the marketing 
year beginning April 1, 1958, would be at 75 percent of parity; and to the change 
in the dairy-support program recommended by President Bisenhower in his mes- 
sage to Congress on January 16, 1958, in which he asked that supports be set 
administratively by the Secretary of Agriculture at a price level between 60 and 
90 percent of parity. The immediate reduction to 75 percent of parity an- 
nounced by Secretary Benson will mean a decrease in price about 25 cents per 
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hundredweight or a decrease in dairy income for Minnesota farmers during the 
next marketing year of approximately $20 million. In addition to the fact of 
this direct cut next April, the Secretary’s announcement more than 4 months in 
advance of the proposed date for the support cut has undoubtedly had some 
depressing effect on prices for milk and dairy products. The minimum of 60 
percent of parity proposed by President Eisenhower for dairy products would 
result in a price cut of about 75 cents per hundredweight for milk, or a total 
reduction in dairy income in the State of Minnesota during the next marketing 
year of $48 million. 

These recommended program changes are predicated on the assumption that a 
lower support price will have the effect of reducing total production and increas- 
ing price for dairy producers. Let us look at the experience of the past few 
years. In 1953, the Secretary of Agriculture made a sizable reduction in the 
support level for dairy products. The experience of the past 4 years, since that 
reduction, demonstrates conclusively the bankruptcy of this policy. Production 
both nationally and in Minnesota has increased every single year since 1953. 


National production figures, pounds Minnesota production figures, pounds 


Billion Billion 
aa ilantint Natalee cianckegeres lcrepdionge BE OUND cb erie cish cna tame earn ieee 8. 59 
Pichia indintsipn-nenitinnaameai i422. 01 1904... Sie 8. 62 
I 6 4 sa ea ee ci gek $25 0) COO 3 eh s 8. 83 
esha talesipa cineca mantinaenat BZD. 6 FS deep e-prkiereentyp plant 9. 38 
DR a shiscin al tan ena eninaonnilginy 121, OF OC iit ot ibn daa eagerness 9. 59 


During this same period, consumption has not increased appreciably. The 
following are consumption through commercial sources figures for all milk 
products: 

Pounds per capita 


Re. Sater ee ee os RS SAAS. alee 5b eens e 678 
I a tan a a ie esac sels maces win nantes talus ycainiwm ands piaeibcinsdienian 679 
Td ice hirer ccc Laheaitncominaidmsgusihan tides sndaeaeadl ness lee insea ah aii TN aaa tai 679 
Nc arene eases ricci siren on Eten ini mee id ee i eee 676 
RT RIES Siac area cep ec ee RR ae ante nee a en oe natincn eepakatonie norte 680 


It can be readily seen that the average consumption per capita for the years 
since 1953 is about 678 pounds per capita, and indicates no significant increase 
in consumption. 

It is also quite clear that prices for both fluid milk and milk for manufactur- 
ing purposes have remained virtually stable since the 1953 price cut by Secretary 
Benson and, at the same time, disposal programs for dairy products have, accord- 
ing to Secretary Benson’s own office, been the most costly price support operation 
in the history of agricultural programs. 

Certainly these figures demonstrate conclusively the complete unworkability 
of the current dairy-support program. I believe we must have a comprehensive 
new program for the dairy farmers of the Nation and, furthermore, that while 
Congress is working out this program, cuts in dairy-support prices such as pro- 
posed by Secretary Benson and President BHisenhower should not be made. We 
must at the very least, hold the line on dairy price supports until a new program 
to stabilize the dairy industry is worked out. 

Therefore, I urge your consideration of legislation to hold dairy supports at 
their present level until a new and better program can be adopted by the 
Congress. 

UNECONOMIC AND ARTIFICIAL MARKETING BARRIERS 


‘The free movement of commerce among the States, unhampered by artificial 
barriers, is a basic American principle of government, and has been a major 
factor in the great economic progress made in the United States. From time 
to time throughout our history, we have had to maintain this principle by op- 
posing various kinds of artificial barriers set up to discriminate against certain 
products from other States. Because such artificial barriers now exist in the 
field of milk and dairy products, Minnesota dairying has suffered from unfair 
discrimination. Ever since the beginning of my first administration we have 
worked toward the elimination of such discrimination, as effectively as possible 
for a single State with limited funds under present circumstances. 
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STATE AND LOCAL SANITARY REGULATIONS 


One kind of such discrimination takes the form of State and local sanitary 
regulations that have as their purpose—not the enactment of reasonable pro- 
visions for health—but artificial discrimination against products from other 
areas. The most constructive single action to combat this kind of barrier would 
be the enactment of a uniform Federal sanitary code, such as is provided in the 
Humphrey-Johnson bill. If this bill were enacted into law perhaps three- 
fourths of the existing barriers preventing the movement of milk in interstate 
markets would be eliminated. At the same time the sanitary standards would, 
be at a level satisfactory to all of our citizens. I urge the passage of this bill. 

State and local sanitary regulations were adopted at the time when city milk 
sheds were merely local in character. Originally conceived. as police power 
regulations, they were easily adaptable as economic barriers when advancing 
technology permitted a wider radious of marketing. Accordingly, legislation 
should be passed defining uniform health standards expressly preempting State 
and local law with reference thereto, The chief local devices used to exclude 
foreign milk are: (1) Those that exclude milk produced or pasteurized beyond 
specified distances from the community; (2) regulations or administrative 
action which results in the refusal to license otherwise wholesome milk merely 
because the area is already adequately served; (3) refusal of inspection because 
too costly or because of inadequate facilities for inspection; (4) regulations 
which impose a higher inspection fee for out of.State milk than for local milk; 
(5) regulations which impose unreasonable or burdensome multiplicity of fees 
and inspections on foreign producers or shippers; (6) regulations which tend to 
exclude out of State milk by requiring that the milk be approved by the State of 
destination in the State of origin at the producer’s expense. 

The power of States and municipalities to regulate the production and distribu- 
tion of milk is derived from the reserved powers of the States to make laws 
for the protection of the health and welfare of its people. These laws must in 
all cases be reasonably designed to accomplish a legitimate health purpose and 
must be administered free of discrimination. Such statutes and regulations 
will be declared invalid if arbitrary or unreasonable, either in the enactment 
or administration. Yet these laws, under the guise of protecting public health, 
frequently are in fact economic measures to insulate a local market from the. 
effects of competition and are familiar phenonenon in this industry. 

Courts are receptive to the argument that local. regulations, which have the 
effect of creating economic barriers instead of protecting local health, are an 
unreasonable burden on interstate commerce. See Dean Milk Co. v. Madison 
(340 U. S. 349 (1951)). However, this approach still requires extensive and 
expensive litigation which can best be aided by Federal legislation. Once Federal 
health standards in this area are established, a complaining State would be in 
a much better position to have the barriers removed, as Federal standards would 
have preempted the field. The matter of proof would be much simplified in any 
proceedings and it would not be long before barriers of this type would be 
eliminated or reduced to a minimal quantity. 

This Federal legislation will work to measurably curb surplus production in 
the country as a whole for the reason that existing artificially supported in- 
dustries would be curtailed and new ones would be discouraged. This would 
bring about a better and more stable industry based upon sound economic 
principles. 

The various networks of milk and dairy standards which are now growing 
up in various parts of our Nation are a national nuisance and a cancerous growth 
that can spread to other products like cattle, hogs, and poultry. If successful, it 
could just as well be extended to other fields like manufactured goods and thus 
break down the very national fiber that holds our country together. Certainly, 
when it is disclosed to the farm legislators of Minnesota that other States are 
permitted to set up these barriers, they are eventually going to demand retaliation 
in other areas to counteract what is being done to the Minnesota dairy industry 
which finds 80 percent of its total milk production now being manufactured for 
local and foreign interstate commerce. Congress now has the opportunity to 
curb this pernicious growth and the Humphrey-Johnson bill should receive the 
wholehearted support of all Congressmen from all parts of the United States. 
If Congress refuses to act, we will soon witness an economic war between the 
several States carried on for purposes of retaliation under the guise of protecting 
some legitimate local health or welfare concern. 
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On the other hand, the enactment of the Humphrey-Johnson bill into law will 
do more to promote equity among producers and distributors of dairy products 
than any legislation before Congress at this time. 


‘MISUSE OF MILK MARKETING ORDERS AND PROCEDURE 


Another kind of discrimination against which I want to protest vigorously f< 
the misuse of milk marketing order and procedure. The Agricultural Marketing 
Act of 1937 and the orders made pursuant thereto provide a mechanism for 
economic regulation of the distribution of milk and milk products. In so doing, 
the act should not be used or permitted to effectuate a system whereby a local 
industry is protected by an order that creates an interstate barrier to the intro- 
duction of milk from other States. This is a basic principle of the free flow of 
commerce between the several States which the Federal Constitution of the 
United States was designed to protect in order that the States would not engage 
in economic wars between one another. This was one of the major difficulties ta 
the economic order of Europe that has plagued it for centuries which our Federal 
Constitution sought to avoid. 

Many of the milk marketing orders fail to produce a price that is uniform as 
to all handlers. For example, transportation costs from the place of production 
to the place of consumption is one of the costs that any price method should 
consider in establishing uniform prices to all producers. This is frequently not 
recognized or is otherwise watered down. Other mystifying ingredients have 
also found their way into the price system which deserves close scrutiny. Factors 
are selected that bear no relationship to the commodity regulated and where the 
facts are relatively weighed to achieve some objective related to the protection 
of local industry, the resulting price system can hardly be called a formula to 
obtain uniform prices to producers. Device rather than formula would be the 
more accurate description. It was never intended and Congress should now make 
it clear by additional legislation amending the Agricultural Marketing Act of 
1937 to prevent the order system from being used in the local or regional markets 
to achieve built-in defenses against competition occasioned by technological im- 
provements in the marketing and distribution of milk. 

We in Minnesota have engaged in a serious study and have attended a number 
of proceedings, and it has become very apparent that unless Federal legislation 
and assistance is secured, an individual State like Minnesota is going to have 
a very difficult time coping with the problems facing the Minnesota farmer in 
finding markets in other States for his products. 

On January 21, 1958, a letter from the attorney general, Miles Lord, was directed 
to the Department of Agriculture requesting their participation in proceedings 
against the State of Louisiana, which was a proceeding brought to curtail local 
sanitary regulations. On January 31, an answer was received from the Depart- 
ment refusing to take any action. In addition to this, the Department of Agri- 
culture has been derelict in the administration of the Milk Marketing Act of 
1937 in permitting the use of milk marketing order system to effectuate local 
milk marketing barriers. 

This aggravates the entire farm situation in Minnesota when at the same time 
Secretary Benson, on the grounds of promoting freedom of markets, is cutting 
manufacturers’ milk prices from $3.25 to $3.00 per hundredweight starting April 
1. Secretary Benson is also cutting feed crops support prices, which is also 
detrimental to the Minnesota farmer to a greater degree than in other parts of 
the country. 


INJURIOUS POLICIES OF THE UNITED STATES DEPARTMENT OF AGRICULTURE 


Specifically, the policies of the United States Department of Agriculture are 
injurious to the Minnesota farmers in three ways: 

No.1. Minnesota milk is retarded from getting into the eastern and southern 
markets because the Department is refusing to assist in setting aside local trade 
barriers, and in fact is supporting them through its own regulations, which, if 
properly drafted, could greatly assist in dealing with this problem. 

No. 2. The Department is cutting support prices for manufactured milk 
products. This has its chief detrimental effect upon the Midwestern and Minne- 
sota farmers whose fiuid milk price is tied to the price of manufactured dairy 
products. On the other hand, the eastern and southern dairy industry is pro- 
tected by local health barriers and the Federal marketing order system under 
which the pricing system is almost independent of the support price for dairy 
products. 
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No. 3. Finally, the policies of Benson in cutting supports on feed-producing 
crops results in the lowering of prices to be paid for feeds by the eastern and 
southern dairy producer and less money is thus paid the Minnesota farmers for 
his feed. 





Recommendations 


First, a great aid in the solution of this problem would be the enactment of 
uniform sanitary regulations by the United States Congress to eliminate arti- 
ficial barriers raised by States and municipalities under the guise of protecting 
public health. If wholesome milk produced in States like Minnesota were per- 
mitted to move freely anywhere that is competitively priced, a more healthy 
climate would be achieved for the Nation as a whole for the dairy industry. 
The Johnson-Humphrey bill should include both fluid milk and milk products in 
order to insure the free movement of these products in national trade. 

Second, the Secretary of Agriculture should also be directed to take affirma- 
tive action to remove trade barriers to dairy products. In this connection the 
Milk Marketing Act of 1937 should be amended to specifically authorize that a 
State whose milk products are being shipped or are proposed to be shipped into 
the area covered by the existing or proposed order should be permitted to appear 
to assert its interest in the proceeding. 


IMPORTANCE OF FREE TRADE BETWEEN STATES TO MINNESOTA AND MIDWESTERN 
DAIRY INDUSTRY 


Currently Minnesota vies with New York for second place in total milk pro- 
duction. The annual farm value of milk produced in this State amounts to 
abount $280 million. But while we are second in production, we rank fifth 
or sixth in cash returns to farmers for milk produced. This is an interesting 
statistic and tells more eloquently than could volumes of economic analysis that 
Federal and State regulatory policies have an adverse effect on Minnesota and 
Midwestern dairy industry. 

The price that farmers get for their milk depends to a large measure on 
whether the milk is used for fluid or manufacturing purposes. The Federal 

market order system classifies milk according to use into milk for fluid purposes, 
and milk for manufacturing purposes. The market orders are drawn in such 
a way that milk for fluid purposes returns the highest price, while milk for 
| manufacturing purposes produces a lower price. What the farmer gets is a 
“blend price” which reflects the order price for fluid milk and manufacturing 
milk, and the percentage diverted into each use. 
About 80 percent of the total milk produced in Minnesota finds its way into 
manufactured milk products for local and foreign and interstate commerce. 
| It is apparent, at the outset, therefore, that as Minnesota’s dairy industry is 

now Organized, it is of vital importance that Minnesota’s manufactured dairy 
products be permitted to move freely in interstate and foreign commerce. That 
is the basis of Minnesota's interest in the current litigation in Louisiana. We 
produce about 415 million pounds of dry milk powder annually, or approximately 
25 percent of the total national annual production. At wholesale Minnesota’s 
annual production of dry milk powder alone amounts to about $60 million. 

As a result of special inducements occasioned by wartime needs, international 
commitments and national economic policy, the Federal Government encouraged 
a very rapid expansion in the production of dry milk powder during and after 
the war. From a total average production in Minnesota of 101 million pounds 
during the period 1940-44, Minnesota has increased its production of dry milk 
powder to a current annual rate of 480 million pounds. Accompanying this 
increase in production, there has been a shift in the manner of farm marketing 
of milk from farm-separated cream to the marketing of whole milk, In re- 
sponse to technological advances and changed economic conditions, occasioned 
in a large measure by national economic policy, dairy farmers in Minnesota 
have changed their farm management practices and have invested substantial 
sums to meet the changing pattern of milk marketing on a national and in- 
ternational scale. 

In addition to the investment of dairy farmers, in response to these changes, 
the people of Minnesota have commitments of vast sums of their wealth in plants 
for the processing of dairy products in marketable form other than fluid milk, 
an indication of their faith in the continued vitality of the dairy industry in 
Minnesota. 

It is apparent, therefore, that so long as Minnesota’s fluid milk supply has 
an uncertain outlet, it is of tremendous importance to the dairy farmers of 
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Minnesota that dairy products in nonperishable or semiperishable form find 
a ready and healthy market in foreign and interstate commerce. 

* $imce modern. technology has made the world the market place for an in- 
creasing share of Minnesota’s milk production, the right freely to move manu- 
factured milk products in foreign and interstate commerce is a right of immense 
value to the dairy industry of Minnesota. We all know that access to markets 
is a crucial precondition to a healthy industry. 

It is one thing, however, to have the unquestioned right to sell a legitimate 
article of commerce in foreign and interstate trade, and another thing to prevent 
others from interfering with that right. As to manufactured dairy products, 
this interference is threatened by States who, in the guise of exercising a 
legitimate police power, are attempting to exclude the wholesome products of 
Minnesota’s dairy industry in order to artificially foster a homegrown dairy 
industry and thus add still further to the current national surplus. 


USDA FAILURE TO ACT ON DISASTER RELIEF 


Administrative attitudes and actions by the USDA in relation to the disasters 
occasioned by floods in Minnesota show an appalling lack of concern for the 
welfare of the farmers who were hit so severely. 

Beginning in the third week of June 1957 and running through the first several 
weeks of July, severe rainstorms damaged a considerable portion of the crop- 
land in Minnesota. Soil erosion of a damaging nature occurred on about 
5,400,000 acres of cropland. This is over one-fourth of the cropland in the 
State of Minnesota. Three million acres of this land were slightly damaged, 
1.6 million acres moderately damaged, and 800,000 acres severely damaged. 
The estimated average loss on the entire 5.4 million acres was approximately 
82 tons per acre with a range of 8 to 80 tons per acre. To say this another 
way, the soil eroded in Minnesota during June and July is equal to a blanket 
of soil 7 inches thick, covering 174,000 acres. We lost, down the rivers of Min- 
nesota, 179 million tons of our best topsoil. 

In terms of crop loss, may I give the following estimates of acres flooded 
and reduction in yield for various kinds of commodities as reported to the 
responsible agenCies: 


Estimated Percentage 





Crops acres flooded | reduction in 
yield 
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It can readily be seen that the direct loss from this natural catastrophe ran 
into millions of dollars for Minnesota farmers and that the long-term loss 
through erosion and soil damage would be a staggering figure indeed. 

Just 12 hours after I had inspected the site of the first flooded area in south- 
western Minnesota, I directed officials of the State department of agriculture 
to make extensive and detailed surveys of the agricultural damage caused by 
flocding. Reports on both southwestern and northwestern Minnesota by county 
and township in detail were submitted to me by these officials before July 1. On 
that date, Senator Humphrey and I together with Senators and Representatives 
from other States seriously affected by flooding, met with responsible Federal 
officials in Washington to determine what resources and programs were avail- 
able to aid farmers, businessmen and homeowners hit by these natural disasters. 
In discussing the agricultural situation in my State with Mr. True D. Morse who 
represented the Secretary of Agriculture on this occasion, I proposed that the 
Department of Agriculture explore the possibility of instituting a special pro- 
gram whose major features were as follows: 

L eee ae and emergency FHA loans at 3 percent interest over a 3- to 5-year 
period. 

2. A special agricultural conservation payment program to restore damaged 
cropland and pasture to is original condition. 

3. A program of direct grants for feed and seed for farmers who needed such 
assistance. 

No definite assurance or commitments were given by Mr. Morse or his staff at 
the Washington meeting, but they agreed to take the matter under advisement 
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and assured us that a working disaster. committee system was already in oper 
tion in the State of Minnesota. 

On my return to Minnesota, I checked with the officials whom Mr. Morse named 
as responsible for disaster programs in our State and found that these people 
had no program in operation at the time. Furthermore, at least one member 
of the State disaster committee had never been informed that he was a member 
of such group, and the committee had held no meetings to that point. On July 11, 
the chairman of the State disaster committee and the National Administrator of 
Farmers Home Administration, along with members of their staffs, met with 
me in my office to review the Minnesota situation and again assured us that 
action would be taken as soon as possible to carry out emergency programs of 
the United States Department of Agriculture here in Minnesota. 


FAILURE TO ACT 


One month later on August 7, the State disaster committee held its first 
meeting in St. Paul. At this meeting the initial reports received by the dis- 
aster committee were reviewed by its members and a finding returned by the 
committee that no action need be taken on an emergency conservation program 
or an emergency feed and seed program. At the request of Senator Humphrey 
and myself, State department of agriculture officials reviewed with local offi- 
cials in the counties concerned the needs of each locality so far as an emergency 
ACP program was concerned, and our representatives were informed that if an 
emergency ACP program were made available the minimum needs of the 17 
counties which have been hardest hit by flood would exceed $6 million for con- 
servation work alone. On the basis of these estimates, Senator Humphrey and 
his colleagues secured a special appropriation for ACP flood work in Minnesota 
and other States. When informed that additional money was available for con- 
servation work, the chairman of the State disaster committee agreed to reconvene 
his committee and ask for revised estimates of fund needs for ACP work. By 
mid-September, estimates from the disaster committees of 17 counties were re- 
turned to the State disaster committee showing needs between $6 million and $7 
million for this work. Senator Humphrey and I, together with representatives 
from over a dozen counties, met with members of the State disaster committee 
and asked them to consider these requests with all possible care. The commit- 
tee, however, postponed action on the requests until the 24th of September. At 
this time the State disaster committee took the following action with regard to 
the ACP program: 

They approved allocations for ACP work to some 9 counties in the amount 
of $196,500, or approximately 3 percent of the funds requested. They made this 
decision over the protest of the member of the State disaster committee repre- 
senting by administration. Such a determination was made by the State com- 
mittee on the basis of an extremely restrictive interpretation of the appropria- 
tion act authorizing emergency ACP program funds. By excluding from eligi- 
bility all cultural practices such as summer fallow and deep tillage, they were 
able to reject entirely most of the program needs as recommended by the 
counties. In every instance it should be borne in mind that the county and 
local ASC officials had recommended sizable programs of land restoration after 
a careful and extensive survey of their local situation. 

This restrictive interpretation is not warranted by the terms of the act itself. 
Under similar acts in previous administration the USDA has included cultural 
practices. 

Public Law 85-170, passed in August 1957 by the Congress, authorized the 
expenditure of $20 million for emergency agricultural conservation payments, 
this authorization to be expended in accordance with the rule laid down in 
Public Law 85-58, passed in early June of 1957. The language of that statute 
reads as follows: 

“For an additional amount to enable the Secretary to make payments to 
farmers who carry out emergency measures to control wind erosion on farm- 
lands or to rehabilitate farmlands damaged by wind erosion, floods, hurricanes, 
or other natural disasters when, as a result of the foregoing, new conservation 
problems have been created which, (1) if not treated, will impair or endanger 
the land, (2) materially affect the productive capacity of the land, (3) rep- 
resent damage which is unusual in character and, except for wind erosion, is 
not the type which would recur frequently in the same area, and (4) will be 
so costly to rehabilitate that Federal assistance is or will be required to re- 
turn the land to productive agricultural use, and for reimbursement to the ap- 
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propriation to the President for ‘Disaster relief,’ for allocations to the Secre- 
tary of Agriculture for such purposes, $4 million: Provided, That this appro- 
priation may be expended without regard to the adjustments required under 
section 8 (e) of the Soil Conservation and Domestic Allotment Act, as amended 
(16 U. S. C. 590h), and may be distributed among States and individual farmers 
without regard to other provisions of law.” 

May I also point out that at no time in the proceedings from the middle of 
June through the end of September did the Federal officials responsible for in- 
itiating and carrying out emergency programs move to take action on these 
programs.. At every point along the way, they did so only grudgingly and 
after pressure from officials of my administration and members of Senator 
Humphrey’s staff. I understand that small allocations of conservation funds 
were subsequently made to 8 or 4 counties in southwestern Minnesota, but 
neither I nor the State member of the disaster committee have been informed 
of the form or extent of program authorization to these counties. 


PROMPT STATE ACTION 


Meanwhile, the situation in northwestern Minnesota has been seriously ag- 
gravated by additional floods during the first week of September and the situa- 
tion in several of the counties was quite critical by the first of November. 
Therefore, I asked Lt. Gov. Karl Rolvaag and State department of agriculture 
officials to visit northwestern Minnesota and report to me on the situation in 
that part of the State. After a 2 day visit of northwestern Minnesota, Lieuten- 
ant Governor Rolvaag returned to the Twin Cities and took the following im- 
mediate action in my absence. 

1. He directed an immediate inquiry to Mr. Floyd Sjolander, chairman of 
the State disaster committee, requesting that Mr. Sjolander inform him as to 
the progress of emergency feed and seed and other aid programs for these coun- 
ties. Lieutenant Governor Rolvaag was informed by Mr. Sjolander (in answer 
to his inquiry about emergency feed and seed aid) that the national disaster 
committee in Washington had turned down the request of the State disaster 
committee for such a program. The Lieutenant Governor then informed me of 
this fact for any further consideration and action he might wisb to take. 

2. Mr. Rolvaag also called a special meeting of departmental representatives 
of about one dozen State departments. He discussed with these department 
representatives the general economic situation of northwestern Minnesota and 
asked each of them to inform him of the kinds of aid their particular depart- 
ment might be able to furnish these people. He also appointed Mr. Arthur 
Hansen, commissioner of securities, as chairman of this committee to review 
possible kinds of aid for these nine northwestern counties and to conduct a 
special survey of the economic conditions in that area. Mr. Hansen, with the 
aid and counsel of this committee, and Dr. Hancock of the University of Min- 
nesota School of Business Administration, prepared survey schedules for both 
business and agriculture, and under his direct personal supervsion the surveys 
were carried out in the first 2 weeks of December. Shortly after January 1, Mr. 
Hansen presented to me a report of the findings of this commission for consid- 
eration and further action. 

I have included for your consideration, copies of the survey conducted by 
Commissioner Hansen and I would like briefly to summarize its findings: 

1. The survey showed conclusively that long-term credit of the kind and on 
the terms necessary was not available for farmers and many northwestern 
communities. It was quite clear that the Farmers’ Home Administration was 
not meeting its program obligations in this part of the State. 

2. It was also clear from the exceedingly high percentage of livestock being 
shipped to slaughter that the feed and hay situation in many communities was 
critical. There were numerous farms which failed to harvest a single acre of 
crop this year. 

As a result of this survey, State agencies took action in a number of areas: 

(a) The school lunch program was accelerated and school lunches and school 
milk provided free where this was necessary. 

(b) Department of public welfare channeled additional surplus commodities 
into schools and communities where this could be of assistance. 

(c) The department of conservation and the department of highways were 


able to provide short-term jobs on highway and conservation projects for a 
number of farmers in these areas. 
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(d District offices of the department of employment and security in north- 
western Minnesota are making special efforts to provide job opportunities for 
flood-stricken farmers in the areas affected. 

On about January 14, I forwarded to Mr. Floyd Sjolander, chairman of the 
State disaster committee, and to Mr. Gordon Klenk, State FHA director, copies 
of the survey taken by Mr. Hansen’s committee and field staff and requested from 
each of these gentlemen an early reply. Mr. Sjolander was asked, in addition, to 
review the emergency feed situation in northwestern Minnesota with a view to 
making new recommendations for such a program for that area. Mr. Klenk was 
asked to review the survey results with special attention to the farm credit 
situation and was also asked to take appropriate action to see that FHA more 
nearly meet the credit needs of these people. On January 21, Mr. Sjolander 
replied to me without indicating his disposition of my request for review of the 
emergency feed program. I therefore, on January 28, wrote to Mr. Sjolander 
asking him specifically for an immediate answer and proposal on the emergency 
feed and seed program. Mr. Sjolander’s office replied on January 31, stating 
that Mr. Sjolander was holding soil bank meetings in various parts of the State 
and that he would reply to my request as soon as possible. Mr. Sjolander did not 
then indicate his willingness to reconvene the disaster committee to consider anew 
requests for a feed and seed program. 

On February 18, Mr. Sjolander replied to my previous inquiries in some detail. 
He stated that he had personally and through his field staff conducted a survey 
of the need for an emergency feed program for northwestern Minnesota and that 
feed supplies, dairy production records of local creameries, and truck shipments 
of livestock did not indicate a need for this program. Because the evidence of 
our survey and the survey by Mr. Sjolander are in some degree conflicting, I do 
not wish to press this point. 

Mr. Sjolander further stated that the disaster committee did not have any 
authority with respect to an emergency seed program. He also stated that no 
such program is provided by Congress except through the loan program on 
Farmers’ Home Administration. This statement is plainly in error. The basic 
statutory authority for emergency feed and seed programs is section 2 (d) of 
Public Law 115, 83d Congress, which specifically authorizes the Secretary of 
Agriculture to furnish either feed for livestock or seeds for planting to farmers 
at whatever terms and conditions and for such time as may be required by the 
nature and effect of the disaster. The chairman of Minnesota’s Disaster Com- 
mission is, therefore, not even aware of the basic statutory authority for feed and 
seed programs of the Department of Agriculture in circumstances such as the 
one northwestern Minnesota farms face today. 

Mr. Klenk did not reply to my original letter. I sent him a second letter on 
January 28 asking for an immediate statement from the FHA, setting out 
what this agency proposed to do in meeting the credit needs of northwestern 
Minnesota farmers. On February 7, Mr. Klenk met with me and with Com- 
missioner Hansen and assured me that FHA would make a redoubled effort to 
adequately meet the credit needs of farmers in these nine northwestern Minnesota 
counties. 

I am prepared to take Mr. Klenk’s assurances at face value and sincerely hope 
that an adequate farm credit program can be worked out for farmers who need 
such aid in northwestern Minnesota. I have with me today a number of letters 
from farmers in this area indicating their displeasure with FHA and the need 
for a more active and sympathetic credit program in Minnesota. These letters 
tell far better than anything else the shortcomings of Federal farm credit pro- 
grams in our State. I shall await with anticipation the revised program which 
Mr. Klenk has stated he will place in operation in Minnesota and have asked 
Commissioner Hansen to resurvey the northwest Minnesota situation 6 weeks 
from today in order that we can determine whether or not these FHA policy 
changes have been made in the field. I shall be most happy to submit copies of 
the findings of that survey to your committee for your consideration. 


RECOM MENDATIONS 
Because of the lack of positive action by the State disaster committee on emer- 


gency programs in Minnesota during this past 6 months, I would like to make 
the following recommendations to your committee with regard to emergency feed 
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oa seed programs and emergency ACP programs in Minnesota and other affected 
tates: 

1. I would hope that your committee might carry forward an investigation to 
determine why the national disaster committee saw fit to reject emergency feed 
and seed programs for certain northwestern Minnesota counties after the local 
and county ASC officials recommended such programs be put into operation. It 
is now too late for a feed program to produce much in the way of help to many of 
these people, but an emergency seed program for spring planting would be of 
considerable assistance to these, farmers if instituted in the next month or so. 

2. The State disaster committee saw fit to reject ACP fund requests by con- 
struing very narrowly the language of the special appropriation bill which pro- 
vided additional ACP funds. Consultation with the Secretary of Agriculture 
who preceded the present Secretary has convinced me that there was ample prece- 
dent for instituting the program we requested. In order, however, to assure 
that the statutory provision will be clear and uncontrovertible, I would like to 
recommend that you make clear to the Secretary of Agriculture your intent to 
include cultural practices such as summer fallow and deep tillage as eligible for 
emergency ACP funds. It is not possible at this time to determine the extent of 
special conservation practice needs for Minnesota for this year resulting from 
last year’s damage. We, however, feel that since the major part of the fund re- 
quests were specifically for cultural practices, such practices should not be ex- 
cluded by an administrative ruling of the Secretary of Agriculture. 

May I make clear that I consider our experience with the responsible officials 
in the matter of disaster aid to have been a most unsatisfactory one. As I stated 
before, these officials have at no time taken the initiative to improve or institute 
programs which were their primary responsibility. Most of the delay and confu- 
sion arising from this situation can be laid at the door of USDA officials at the 
State and National level. The major concern of these people seems to have 
been that they proceed with as much caution as possible in order to avoid having 
to take action. I think their actions have been inexcusable and have resulted in 
serious hardship for many Minnesota farmers. I am sure this committee does 
not condone their actions and will want to insure that there be no repetition 
of our Minnesota experience. It is for that reason that I have laid these facts 
before you. 


A COMPREHENSIVE PROGRAM FOR AGRICULTURE 


The Congress is this year considering new legislation for general farm pro- 
grams. I know that you have before you many alternative plans and programs 
proposed by farmers and agricultural leaders throughout the country. In a 
State like Minnesota, we are, of course, vitally interested in the well-being and 
future of agriculture. The general economic situation so far as agriculture is 
eoncerned has been a difficult one for the past 5 years. Realized net farm in- 
come, according to figures of the Department of Agriculture, has dropped from 
$568 million in 1953 to $468 million in 1957. This change has taken place in a 
time when net and per capita income to nonfarm population has been rising 
each succeeding year. It should also be pointed out that production has in- 
creased from 1953 levels both in Minnesota and the Nation as a whole on our 
farms, so that the actual spread in per unit return for Minnesota agriculture 
is even greater than these net income figures indicate. 

Retail businesses in towns of under 2,500 in our State have declined markedly 
in number and volume of trade during the 1953-57 period. I would call your 
attention to a recent series of articles done by an outstanding reporter on the 
Minneapolis Tribune staff, Mr. Carl Rowan, called Grow or Die, in which he 
discusses the dilemma and future of Minnesota agriculture and the small trading 
centers of rural Minnesota dependent on our farming industry. Mr. Rowan in- 
dicates that he has purposely not chosen to go to the less prosperous agricul- 
tural regions of our State. He has visited communities in southern and west- 
ern Minnesota which have, perhaps, remained the most stable agricultural 
areas of our State, but even in these regions the farm recession is having a 
marked and sometimes crucial effect on the local economy. 

Last summer after consultation with a number of farmers and farm leaders 
in my State, I appointed a special Governor’s Commission on Agriculture com- 
posed of cooperative leaders to study and submit to the people of Minnesota a 
factual report on the social and economic state of Minnesota agriculture. I 
appointed this commission because I felt that many of the debates currently 
carried on about agricultural policy were continued only because of a lack of 
factual knowledge about the situation. If we can, through this commission, 
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establish firmly the general economic and social picture of agriculture in Minne- 
sota, we will move a considerable distance toward sound policy recommenda- 
tions. Dr. Willard W. Cochrane, outstanding agricultural economist from the 
University of Minnesota, agreed to serve as chairman of this commission, and 
he informed me that the commission will have a report prepared by July.1 of 
this year. I shall be most happy to present each of you with a result of our 
findings at that time. 

May I say that I have been encouraged by inquiries from States surrounding 
Minnesota about the nature and progress of our commission, and 1 understand 
that in one of these States, Iowa, a similar study commission is already at work. 
We hope, in some small way, to contribute to your deliberations on a new and 
long-term general farm program. It seems quite clear that the basic problem 
facing agriculture is a weak price structure and chronic low per capita income. 
It also seems clear that the general principle around which a new farm program 
will be built is the fashioning of a new set of instruments to improve the bar- 
gaining power and income of agriculture as one segment of our economy. I 
know that all of you will work toward such a program, and my concern and 
that of all Minnesotans is that a workable program be enacted and then properly 
administered in the interest of a sound and stable agriculture. 

I would like to thank the chairman, the members of your committee, and the 
committee staff for its excellent investigation of the ASC county and local elec- 
tions in Minnesota last fall. The report issued by your committee staff indicates 
that our charges of irregularties and illegal procedures were fully justified. 
My purpose in requesting this investigation was only to prevent the deterioration 
and destruction of the local ASC committee system. This committee system is 
the farmers contact with Federal farm programs, and only if his participation 
and interest in these programs is retained will farm programs be successful. 
I feel that to treat lightly or as a matter of small moment the committeeman 
system, is to seriously injure the free democratic process which is the lifeblood 
of a responsible agricultural program. I am certain that your investigation and 
findings will have the effect of insuring proper procedures and properly con- 
ducted elections in Minnesota from this time on. 

With regard to the Federal budget for agriculture, the development that has 
disturbed Minnesota farmers most has been the disposition of Federal officials 
to rush with unseeming haste toward a retrenchment and reduction in funds for 
such valuable programs as school lunch and school milk, soil conservation, and 
the agricultural conservation practices program. These programs have proved 
their value. They benefit not only agriculture, but the rest of the Nation as 
well. 

Our school lunch program. is already, this year, suffering from a drastic cur- 
tailment in the amount of protein surplus foods supplied by the Department of 
Agriculture. And in the administration budget, currently proposed, there is a 
concealed cut of 20 percent, arising out of the fact that the same amount is being 
proposed to take care of a number of children expected to be 20 percent above 
the number participating this year. I join with Senator Humphrey in his drive 
to restore the Nation’s school lunch program at least to the level it was operating 
on last year. 

And I most emphatically urge you to maintain and support appropriations 
for this and all other valuable long-range programs in the field of agriculture. 





RECOMMENDED AMENDMENTS TO THE AGRICULTURAL MARKETING ACT OF 1937 
THE POLICY AND PURPOSES OF THE AGRICULTURAL MARKETING ACT OF 1937 


The Agricultural Marketing Act of 1937 and the orders made pursuant to it 
provide a method for establishing a system of orderly marketing of milk in inter- 
state commerce in the national public interest. The stated purpose of the act is 
to provide a dependable source of safe milk in the market area. Since this is an 
economic regulatory measure, it is apparent that orders once valid may later 
become invalid as economic conditions change or as technological advancement 
works its effect on the market. The act explicitly directs that “* * * as the 
Secretary finds necessary on account of changed circumstances, he shall make 
adjustments in * * * prices,” and “he shall * * * issue and from time to time 
amend orders applicable to the handling of commodities.” 

In the administraiion of the act, there has been a failure to recognize and 
redefine “market areas” in functional economic terms. Instead, a standard has 
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been adopted which measures the adequate supply for a market in terms of a 
technology which is, in many cases, a quarter of a century or more out of date. 
In effect, the supply for the market has been limited to those sources which 
local health authorities have permitted to come into the market. It is fair to 
state, however, that the power of State and municipal authorities to impose their 
own concept of “safe and wholesome milk” on out-of-State producers has been 
seriously eroded by recent court decisions. 

To further promote the orderly marketing of milk in interstate commerce, we 
make the following recommendations : 


I. THE PRESENT REQUIREMENTS OF THE ACT THAT PROHIBIT RESTRICTIONS ON FREE 
MOVEMENT OF MILK BETWEEN THE STATES SHOULD BE STRENGTHENED 


Judge Cardozo once said: 

“If New York, in order to promote the economic welfare of her farmers, may 
guard them against competition with the cheaper prices of Vermont, the door 
has been opened to rivalries and reprisals that were meant to be averted by 
subjecting commerce between the States to the power of the Nation. * * * 

“The Constitution was framed upon the theory that the peoples of the several 
States must sink or swim together, and that in the long run prosperity and salva- 
tion are in union and not in division.” 

This philosophy was incorporated in the Agricultural Marketing Act of 1937. 
The act provides in section 608 (5) (G) that: 

“No marketing agreement or order applicable to milk and its products in any 
marketing area shall prohibit or in any manner limit, in the case of products of 
milk, the marketing in that area of any milk or product thereof produced in any 
production area in the United States.” 

Commenting on this section, Justice Jackson said: 

“These sections * * * indicate that it is the deliberate policy of the Congress 
to prevent Federal officers from placing barriers in the way of the interstate flow 
of milk. * * * The purpose as expressed in section 1, title 7, United States 
Code, section 601, is to avoid conditions which burden and obstruct the normal 
channels of interstate commerce. The objective of the Federal program to raise 
and stabilize the price of products was to stimulate interstate commerce. * * *” 

Among the provisions of the present orders that effectively exclude Minnesota 
milk from eastern and southern markets are (1) compensatory payments and 
(2) arbitrary assignment of use classifications. 

It is the position of the State of Minnesota that the Federal Milk Marketing 
Act should be strengthened to permit milk to move freely in interstate commerce 
in response to competitive forces operating in the market. To accomplish this 
end, it is recommended that the act be amended to clearly require that no 
order shall prohibit or have the effect of limiting or impeding the movement 
of milk and milk products in interstate commerce. 


Il. THE FORMULA PRICING OF MILK UNDER THE ACT SHOULD REFLECT NATIONWIDE 
MARKET FORCES RATHER THAN PURELY LOCAL CONDITIONS 


The value of milk is a function of the total supply and demand schedule for 
milk and milk products. A system of pricing that ignores nationwide supply- 
demand relationships permits a local market to achieve monopoly pricing of that 
commodity. Artificially high class I prices and artificially low manufacturing 
milk prices encourage uneconomic production and unfairly depress the price of 
manufactured dairy products to the detriment of Minnesota producers. Minne- 
sota, and indeed the entire Midwest, needs a healthy market for milk products 
in order to survive, but eastern consumers are currently paying more than they 
should for fluid milk while at the same time subsidizing the uneconomic produc- 
tion of surplus milk for manufacturing purposes. 

From 1950 to 1954 the price of surplus milk in eastern markets was 10 percent 
to 40 percent less than the value of the milk equivalent of powder and butter 
manufactured under the Minnesota price structure. At the same time, during 
a 28-month period, there were 19 months when fluid milk could have been 
delivered to New York from Minnesota plants for at least 50 cents per hundred- 
weight less than the price paid to producers in New York. 

We recommend an amendment to the present act which would require that 
fluid milk prices in all order markets be related to the total national supply of 
manufactured dairy products, in contrast to the present system of economic 
indicator pricing that obtains in the markets of the Eastern States. 
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Ill. THE PRESENT ACT SHOULD BE AMENDED TO ELIMINATE THE ADVANTAGE ENJOYED 
BY THE EASTERN MARKET OVER MIDWEST PRODUCERS IN TIMES OF LOWERED 
DAIRY PRICE SUPPORT PRICES 


This is another aspect of the previous recommendation. As dairy price sup- 
ports are lowered, returns to milk producers whose prices are tied to prices for 
manufactured dairy products must fall. The price of milk produced under the 
economic indicator formulas in the eastern markets, however, may or may not 
fall. When support prices for feed produced by Minnesota farmers are reduced, 
the cash income of Minnesota producers must drop. But eastern milk produc- 
ers who will enjoy a certain drop in the cost of their feed and, therefore, in their 
milk production cost, will experience only a relatively small drop in the price 
received for their milk; and may, in some circumstances, actually receive a 
higher price for their milk in response to the indexes operating in the New York 
and Boston area. For this additional reason formula pricing should be required 
to reflect the price of manufactured products on a nationwide basis. 


CONCLUSION 


The purpose of the act is to assure an adequate safe supply of milk in the 
market area, but not necessarily local milk, Pursuant to the needs of com- 
merce, it is important for our national economy that milk be produced where it 
may be done most economically. If outside milk is offered at a lower price on 
a regular basis, there is no justification for local producer protection in the 
centers of high milk consumption. Nearness to those centers is in itself a nat- 
ural economic advantage to producers in those areas. To give more protection 
than this is to enhance the farm economy of one part of our country at the 
expense of the other. 

The farmers who produce milk in Minnesota ask only for free entry to mar- 
kets on a competitive basis wherever their milk is needed. They recognize the 
value and favor the continuance and strengthening of the market-order system. 
They believe, however, that it should be used as a vehicle to promote rather 
than impede the marketing of milk in interstate commerce. 

Governor Freeman. To comment on this briefly, if I may, you will 
notice the specific request that this committee support, and that there 
should be, legislation to prevent the proposed cut in support prices 
for dairy products, and I have included figures indicating what it 
would mean in Minnesota in terms of loss of cash income. Figures 
are also included showing that the previous cut in support prices did 
not produce in Minnesota or nationally any decrease in production, 
a fact with which I am sure you are more familiar than I am, and I 
also emphasize our feeling that the present program is unworkable, 
We hope that this committee and the Congress will present a program 
which can meet this very grave problem confronting our dairy 
farmers. 

This is, I am sure, familiar to you and I am not going to say any 
more about it. 

There are a number of other areas I would like to refer to specifi- 
rally. 

[ heard a moment ago some testimony in connection with milk mar- 
ket orders and sanitary regulations in the discussion here, and I 
would like to review that a bit. The attorney general is here with a 
member of his staff and we have done a lot of work on it. 

_ What this means, Senator, to the Middle West right now is pre- 
cisely this: On the one hand, we are a surplus-producing area with 
80 percent of the dairy income resulting from manufactured milk 
products. 

During the war and subsequent thereto our dairy industry has con- 
verted in large part to dried milk and other kinds of production, and 
also the producers have gone into whole milk selling rather than sepa- 








654 FARM PROGRAM 


roling the skim milk and the cream, so there has been basic economic 
changes. 

Now when the support price falls, the income to our farmers has in 
the past gone down, and we believe will again go down. 

However, when we try and sell in other places, we run right square 
into restrictions that keep us out of markets that we need to reach as 
surplus producers, and that competitively we can reach. 

For example, we could today ship into Washington and sell milk 
from Minnesota at 314 cents a quart less than it is on the market here 
now, and we could also compete even on fluid milk in the New York 
milkshed. 

In addition, of course, the present conditions mean just this: that 
prices are artificially held up in a Jot of areas around the country; at . 
the same time, grain prices go down. 

The feed ratio improves but our Minnesota farmers get less income. 
The dairy farmers in protected markets may get more income even if 
their price goes down. Their prices are protected. Ours are not. 
We are not permitted to ship into their area, but by the same token 
the grain that comes from our part of the country that makes their 

en possible goes down in price, and so you see, we are caught 

th ways. 

Whex stasbort prices go down, income goes down on our dairy 
products, but income does not go down in protected market areas, and 
so this whole question of the free and competitive flow of milk and 
dairy products is an extremely vital and important one, to the Midwest. 
In the long run we feel that it is absolutely basic to the welfare and 
to the health of the Midwest, a very prominent dairy area, and I 
would like to strongly urge on this committee the support of Senator 
Humphrey’s bill, called the Humphrey-Johnston bill, in relation to 
Federal sanitation standards that would then become uniform around 
the Nation. We would also urge that there be a review of the whole 
milk marketing process and procedure so that we can study the gim- 
micks that have been built into it not to protect the producer and not 
to guarantee uniform supply, but rather to have an insulated and 
isolated market from which we as an efficient producer and a large one 
are excluded, and where arbitrarily high prices are maintained. 

Senator ELienper. I am familiar with that, Governor. 

(Discussion off the record.) 

Senator ELLenper. One question I would like to ask in connection 
with your statement. Is it not true that the protection that is afforded 
to producers of grain has a salutary effect upon stabilizing the price of 
grain and at the same time stabilizing the price of meat and dairy 
products? 

Governor Freeman. I don’t know exactly what you mean. You 
mean a parity relationship ? 

Senator ELitenper. No. 

When I was to the Senate back in 1937 we had the so-called AAA 
and other acts put on the statute books, and later the price-support 
program. Many of us were of the opinion that if it were possible to 
stabilize the prices of grain, the prices of cotton and so forth, that 
would take care of the producers of other products such as meat, and 
we felt then, and I feel now the same way, that if we could stabilize 
the price of grain, that goes into meat and that goes into dairy prod- 
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ucts, that that would have the effect of assisting these people although 
they had no price supports. 

Governor Freeman. | expect that would be desirable if the stabili- 
zation was at a level where the farmers producing it could live and eat. 

Senator ELtenper. Of course what | had in mind in particular, Gov- 
ernor, was meat, not so much dairy, because dairy has come into the 
price-support picture since the war. 

Governor Freeman. Yes. 

Senator Ex.tenper. We have had our troubles with it, trying to 
support that commodity, partly because it cannot be as readily stored 
as others. 

Governor Freeman. Yes, it is more difficult to handle. 


Senator E.Lenper. More difficult to handle, and you cannot regu- 
late production. 


Governor Freeman. It is much more difficult. 

Senator E.ttenper. It is much more difficult, and that is what is 
causing us a lot of trouble in regard to our price supports. I am sure 
you will agree to that. 

Governor Freeman. I surely will. But the point I want to empha- 
size here, Senator, is, in the Middle West our dairy industry and 
farmers in general are in a position where their prices are goin 


down and we feel, of course, it is related to the whole question o 
support programs. 


Senator ELLeNpeErR. Yes. 

Governor Freeman. And related to our present national policy. 
But as feed grain supports go down, it means that the people in the 
fast and in the South who buy some of this grain to feed their cattle 


to produce milk get it cheaper. We get less for it. But they, in 
turn 





Senator Etrenver. But you are protected; if your corn passes the 
regulation of 14 percent moisture, instead of 28 to 20, which is causing 
a glut on the market now and a lowering of the price supports, of 
course you benefit by price supports. 

I am talking of the ordinary situation when your corn and other 
feed grains are protected by means of a price support. 

Governor Freeman. I quite agree, but they are not in many in- 
stances today. 

Senator ELtenper. That is because they do not meet up with the 
standards today. That is one of your troubles in regard to the feed 
grain market today. It was shown here that corn was selling for 


52 percent of parity. Is that correct, George? As a matter of fact, 
it ought to be selling at near the price support. 

Senator Arken. Yes. 

Senator Humpurey. You have the difference between a cash grain 
price and your support price. That is the problem. 

Senator E:tenper. Yes; and the reason for it is, it has been ag- 
gravated because of the fact that much of the grain is unsuitable for 
storage. 

Senator Humpnrey. I think it is a fact, at least there is statistical 


evidence to support it, that the prices of grain are related directly to 
the prices of the finished meat product. 
Senator ELtenpver. Sure. 
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Senator Humpurey. The point needs to be made that the dairy 
products, the milk, for example, is not as directly related to the price 
of feed grains as it is to beef cattle and hogs. 

Senator ELtenper. That is what I was trying to say a while ago. 

Senator Humepnurey. Yes. 

Senator Ettenper. That is why we were induced 

Senator Humpnurey. To havea special type program. 

Senator Extenper. Yes; have a special program, and that began 
during the war. We are still faced with this: In the case of milk, 
production has gone up from 114 billion pounds to 126 billion now, 
more than we canconsume. That is the problem. 

Senator Humpurey. I think the Governor’s figures are rather re- 
vealing in our own State. 

Senator ELtenver. Yes. 

Senator Humpurey. And I know that we have gone into this out 
home where there is quite close watching of these market prices and 
eee prices, that since the price support went down in the State 
of Minnesota, the production has gone up. 

In fact, it has gone up about a billion pounds during that time. 

Senator ELttenper. Senator Aiken ? 

Senator Arxen. Mr. Chairman, I would like to point out much has 
been made about this very low cost of feed. That is largely due to 
weather conditions this year. 

Senator ELienper. Right. 

Senator Arken. That is the reason corn is selling for 52 or 54 per- 
cent of parity. 

Senator Evxenper. That is right. 

Senator Arken. I would like to point out that it is the feeders of 
livestock and dairy producers in the areas where it is grown who get 
the advatnage of that, however. We do not get that low-priced corn 
in New England. They won’t ship cheap corn there, and they 
wouldn’t buy it anyway. Consequently, dairy rations cost $20 a ton 
more in New England than in Minnesota. 

Governor Freeman. A lot of feed grains go from Minnesota te 
New England. 

Senator Ertenver. At a much higher price. 

Governor Freeman. At a higher price than in Minnesota, sure. 
It has got to be shipped there. 

Senator Arxen. I would say corn is probably between $1.80 and 
$1.90 a bushel by the time it reaches New England. 

Governor Freeman. This is really incidental to the main point that 
I would like to make. On the one hand with the lowering of dairy 
price supports there will be, as now contemplated, a loss of $20 million 
in income to Minnesota dairy farmers. 

At the same time, the same Minnesota dairy farmers are not per- 
mitted to sell in markets where we can and should be permitted to 
compete, because of (a) sanitary regulations that are discriminatory, 
and (4), milk marketing orders that are abused. , 

Now yesterday I talked to the Secretary of Agriculture about this. 
Our Attorney General is here, and to be specific, we now have litiga- 
tion underway in New Orleans. This is in connection with dried 
milk, where we feel the Federal standards ought to apply that has 
been set up as minimum sanitation and quality. 
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Instead a more protective standard has been established in the State 
of Louisiana, and this we are attacking. The Department of Agri- 
culture has refused to join with us in doing so. By the same token, we 
feel we are definitely a party in interest in the milk market hearings 
in the eastern seaboard in New York. We are also told we are not a 
party in interest and not permitted to make an appearance in the 
administrative hearings in relation to this problem. 

Now we feel that the artificially high price for fluid milk, for 
example, in New York, is in effect subsidizing manufacturing, and 
the net result is unfair competition which is taken right out of the 
hide of the consumer in terms of manufactured products which then 
come out to compete with the dairy production in our part of the 
State. 

Our pee isn’t only our not getting to compete in that market, 
but it also sets up this whole structure of subsidizing manufacturing 
which comes out to compete with us. 

Senator Arken. But the fact is that New York produces more milk 
than Minnesota, and you would not deny New York the right to pro- 
duce that milk. 

Governor Freeman. Not at all, but why won’t New York let us 
come in and sell in their market ? 

Senator Arken. You have a good question there, but unfortunately 
perhaps from your viewpoint the Constitution permits each State to 
set up its own health regulations, and I am wondering why these bills 
are put in consistently in the form of legislation rather than as an 
amendment to the Constitution. 

Governor Freeman. I think the answer would be obvious. An 
amendment to the Constitution on this particular kind of thing would 
not have a chance of being accepted. 

Senator A1keN. But it is the only legal way to do it. 

Governor Freeman. By the same token no State has the right under 
the Constitution to restrict the overail free commerce between the 
States; is that correct ? 

Senator Arken. As I understand it, your proposal is that if the 
States do not permit this to come in, then you would advocate abolition 
of the milk marketing orders ? 

Governor Freeman. No; I donot. 

Senator ELLenper. That is what would happen. 

Senator Aiken. That is what has been in previous bills. I have 
not read this one. 

Governor Freeman. We havethis proposition. I feel that the milk 
marketing orders serve a useful purpose. Their purpose is to pro- 
tect the producer and to guarantee uniform supply. 

I think properly administered they would have that effect, but there 
have been built into those orders a whole host of gimmicks that are 
not designed to protect the producer or to guarantee the supply, but 
to totally protect that market. I think that. they are actually uncon- 
stitutional just as I think the sanitary regulations are unconstitutional, 
as they impede the free flow of commerce between the States to the 
net detriment of the entire Nation. 

Senator Arken. Then you have a New Orleans case now. 


Governor Freeman. We have a case before the Federal court right 
now. 


22062—58—pt. 4-6 
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Senator Arken. You are trying to prove there that the sanitary 
regulations are unconstitutional ? 

Governor Freeman. Correct. 

Senator Arken. That would appear to be the proper way to attack 
the problem, because the Constitution clearly says that the States 
shall have the right to—— 

Governor Freeman. As a practical matter we have 2,000 of these 
separate units around the country, and the Humphrey-Johnston bill 
would say that when the Federal Government sets an acceptable 
standard of sanitation and quality, that that standard ought to be 
in effect all over the Nation and not just in effect in a few places where 
today we have some 2,000 or more communities with what we think 
are arbitrary and unrealistic restrictions to the detriment of the 
entire Nation. 

Now speaking about New York, in this testimony about milk-mar- 
keting orders, it is interesting to note that from 1950 to 1954 the price 
of surplus milk in the Eastern markets was 10 percent to 40 percent 
less than the value of the milk equivalent of powder and butter manu- 
factured under the Minnesota price structure, But at the same time; 
during a 28-month period there were 19 months when fluid milk could 
have been delivered to New York from Minnesota plants for at least 
50 cents per hundred less than the price paid to producers in New 
York. 

Senator Arken. 19 months out of what period ? 

Governor Freeman. 19 months out of the 28 months period to 
which I am referring. 

Senator Arxen. When the blend price for milk in New York is 
around $3.40 or $3.50 a hundred, what would you do then? The 
freight rate is about $2 a hundred from Wisconsin to New York and 
probably as much from Minnesota. 

Governor Freeman. I am not talking about blend prices. At the 
same time your blend price is $3.50, the price of fluid milk on the table 
was $6.50. 

I am just guessing now. But at least twice as much. 

Senator Arken. No. 

Governor Freeman. There has never been more than a dollar dif- 
ference in our State that I know of between manufactured and fluid 
In New York it goes as high as $3. 

Senator Arken. I think the class I price for milk in the Boston 
market for 3.7 percent butterfat hit $6.50 a hundredweight for the 
first time in history this last fall. It will be somewhat fos in New 
York, considerably less for 3.5 milk. I don’t know what the average 
ae I price would be in New York, but I would say roughly possibly 

5.25. 

Govenor Freeman. We feel, and I am sure we could quibble on this, 
that as efficient surplus producers we ought to be permitted to com- 
pete consonant with a guaranty of uniform supply for consumers 
around the country. The present milk market structure ought to 
incorporate what the law now says, when it says it is not supposed 
to restrict competition between the States specifically, but this is not 
done. I happen to feel that the milk marketing order structure has 
come, by and large, to be the instrument of particular interests who 
are governing and directing its interpretations and policies in rela- 
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tion to their particular industries or economic welfare, and to the very 
great detriment of the Nation at large, and most certainly to the 
detriment of our State. 

Senator Arxen. Governor, you understand, don’t you, that we peo- 
ple in the East and particularly in New England, are trying to hold 
up the price of milk for you, and I am wondering what they are 
going to say when I go back home and have to tell them that we do 
not get too much reciprocity in that respect ? 

Governor Freeman. By no means. This is not the case. Im the 
first place, there has been a big question about price supports and I 
could name you a number of Senators, for example, and Congress- 
men—I won't go into that—who have been very hesitant about price 
supports on grain and other’things that come from Senator Young’s 
and Senator Humphrey’s area,! because they want cheap feed in the 
East, and then they want protected markets in the East, too. 

Senator Arken. We do not get cheap feed in the East—$80 a ton is 
not cheap feed. 

You are getting it at about $60. 

Governor Freeman. It is a lot cheaper than it was, and one of the 
reasons is that there isn’t any adequate support price structure under 
it. 


Senator Arxen. Adequate supports would not have kept it from 
raining last fall. 

Senator ELitenver. May I say that it looks as though, as I said a 
while ago, that chickens are coming back home to roost. Minnesota 
and Wisconsin and other milk-producing States fought oleomargerine 
for a long time, as you know, and it took an act of Congress to change 
its acceptability. However, I can see your point. We have had be- 
fore Congress many laws to try and make things the same all over 
the country, I think uniform divorce laws and all of that. 

Some of us are opposed to that in that we do not believe too 
strongly in a powerful central government, you know, but that is be- 
side the point, Governor. Will you proceed with your statement ? 

Senator Youne. Mr. Chairman, I do not think you ever will solve 
this dairy problem, though, until you make the whole Nation com- 
etitive. 

I do not see any reason why milk should be kept out of Washington 
or out of any other area when it meets sanitary requirements of the 
Federal Government. 

Senator Humpurey. Any more than you keep meat out. 

Senator Youna. Yes. 

Governor Freeman. This is precisely the point, and we hope that 
this legislation—I won’t belabor the point any further—we hope it is 
considered because we think it is very important to the Nation in 
the overall. 

We think that we are now ina very unfair position. 

Senator ELLenper. The samie as we were years ago, identically. 

Governor Freeman. The chickens come home to roost, I won’t dis- 
pute that at all, Senator. 


Senator E.tenper. Exactly, but I say in time all this will cure 
itself. 
Senator Humpnrey. But Mr. Chairman, may I say that all the 


Governor is pleading for is the same kind of remedial action that the 
Congress took in the case of oleomargarine. 
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Governor Freeman. That is right. 

Senator Humrnurey. The oleo bill was passed here with a big 
flourish and in the meantime the dairy industry gets kicked around. 

Now we are interested in oleo, too. We have soybean producers in 
our State as well as dairy producers. 

Senator Extenper. May I say, Senator Humphrey, that the fight 
on oleo, I think, required 35 or 40 years to put it through, so let the 
Governor be pat ent. 

Maybe in the next 45 years it will come. 

Governor Frememan. You know, Senator, I’m just not going to go 
away from here with a great feeling. of enthusiasm with that kind 
of patience. 

Senator EL,enper. We lost our enthusiasm for many, many years, 
but finally we saw the light, and it is possible that if you keep on, you 
might solve the problem in the same manner. 

nator Humenrey. Mr. Chairman, when the people of the District 
of Columbia find out that good, wholesome Minnesota or Wisconsin 
milk could be brought into the District of Columbia meeting the high- 
est standards that the Federal Government can prescribe and still 
save the consumers 314 cents a quart, I think they ought to be inter- 
ested. That is really a tax reduction and a cost of living reduction. 
That is what the Governor is pleading for. In the case entitled 
Dean Milk Company v. the City of Madison, the Supreme Court held 
unconstitutional an ordinance requiring pasteurization of milk within 
5 miles of the city of Madison because the ordinance was not reason- 
ably necessary to safeguard the public health. The Court goes on 
to point out that you cannot take actions in intrastate commerce 
which are a burden on interstate commerce when the Federal Govern- 
ment has control over interstate commerce. 

We know that there are prerogatives for the local and the State 
governments. But what has really happened is that tariff walls 
have been erected. We are going to vote here on reciprocal trade 
in the Congress and at the same time we have tariff walls between our 
States that are bigger than between the nations. 

Senator Arken. Mr. Chairman, maybe I have been a little misin- 
formed, but I understand there is a little difference in the price of milfl 
between regions in Minnesota. 

Governor Freeman. Youarecorrect. This istrue, sir. 

Senator Humpurey. You are correct. 

Senator Arken. We have it, too. 

Governor Freeman. You have it, I am sure, and that is one of the 
reasons why I think that this requires an overall standard that. will 
tend to remove these restrictions and to give impetus toward real free 
movement where sectionally it is almost. impossible, for a variety of 
reasons that we both understand, sometimes, to accomplish. 

Senator Arken. You have areas within areas where a certain lesser 
area carries a surplus burden for those who get the higher price, and 
that is true in all areas of the country, I think. 

Governor Freeman. I do not mean to get heated about it. If I seem 
to, I beg your pardon. 

Senator Arken. You have no monopoly on that situation. 

Senator ELtenper. Proceed, Governor. 

Governor Freeman. Thank you, sir. Now I would like to com- 
ment, if I may, a bit about this question of disaster relief which has 
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already been referred to. This is, I think, in the record already, but 
I had our State people, together with the University of Minnesota, 
make a very careful rundown of the very real disaster suffered in 
Northwest Minnesota. It is documented here. They went into town- 
ships where they talked to every single person and then spot checked 
some of them, and there have been 3 bad crop years including the last 
one, and the net income is less than zero in a substantial number of 
areas. 

Now I have chronologically set down the events that took place 
commencing with the meeting that I enjoyed with some of you and 
with the Under Secretary of Agriculture, Mr. Morse, last summer, 
and I feel that the committee in Minnesota has been unbelievably 
negligent in meeting and using the powers they have to meet a critical 
situation. 

They have not shown any initiative. We tried to push and prod 
them to act within the powers that Congress has given slheas to act, and 
by and large they have not done so. 

Now to be specific, at this meeting in Washington, and Senator Thye 
was there, three things were referred to. 

First, the matter of FHA loans; second, the matter of agriculture 
conservation payments; third, a program of direct emergency grants 
for feed and seed. 

When I got back home, I found that the disaster committee, the ASC 
Committee expanded to a disaster committee, had not at that time eve 
met, and this was the beginning of our troubles. 

Senator Young. You don’t mean grants. You mean loans. 

Governor Freeman. I mean grants, Senator, emergency grants. 

Senator Youne. For seed ? 

Governor Freeman. For seed. 

Senator Youna. There haven’t been any emergency grants for seed 
available in my State for 20 years. 

Governor Freeman. This is part of the question I wanted to ask 
and bring to the attention of this committee. 

Senator Youne. You would have to have special legislation on this. 
It is not authorized by law. 

Governor Freeman. We have checked the law and this is what 
T was told locally by the head of the ASC Committee. We checked 
the law, and as nearly as we can read and find, that section 2 (d) of 
Public Law 115 of the 83d Congress sets up an emergency feed and 
seed program; that that law is still on the books and that the Depart- 
ment has the power to act under it. 

Now what happened specifically was that after the local committees 
submitted information to the State ASC committee, detailing the 
facts that are here shown, that committee then did two things: First, 
they recommended at least, and I understood seed and feed loans. 
That came down to the national committee and they refused to act 
on it. 

There have been neither feed or seed assistance. 

Senator Youne.I do not think it was the understanding of this 
committee when they passed this legislation that seed would be given 
in the form of grants. 

Governor Freeman. I understood the public law that I just cited, 
Senator, authorized both feed and seed assistance. Now the one you 
passed last year was on ACP. That was on the agriculture conserva- 
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tion payments, of which some $6 million was appropriated, Senator 
Humphrey, and made available to Minnesota. 

Senator Humpurey. $20 million to the Nation and out of that I 
think it would be a total of a little over three, I think, for Minnesota, 
if I am not mistaken. You are speaking of Public Law 85-170. 

Governor Frereman. We are talking about two different things now. 
I do not want to get confused. 

Senator Ture. I’m afraid we are. 

Governor Freeman. Right. 

Senator Ture. That was $20 million in the disaster fund. 

Senator Humeurey. For the whole Nation. 

Senator Ture. For the entire United States, not specifically dedi- 
cated or designated to any one given group of States. That was ap- 
propriated to the Presidential disaster fund to keep it up so that it 
could be drawn on by the Department of Agriculture in accordance 
with the disaster needs, you see, whether it was Louisiana, or wherever 
it might be. 

Senator Ertenper. Texas was the chief sufferer then. 

Senator Humrnrey. For Minnesota it would have been about $3 
million for that plus some carryover that was from the original fund. 

Senator Tuyr. But I did not know that it had been in any manner 
categorized for any group of States. It was to meet a disaster that 
might at some time arise somewhere in the Nation. I think the first 
we appropriated was for the feed lift in the Rocky Mountain area 
under that heavy snowstorm, and then the drought and then Minne- 
sota and Louisiana. I do not raise a question here other than that I 
never knew it to be earmarked as a $3 million fund designated to any 
given State. That is the reason I raised the question. 

Senator Humrurey. The point is, Senator Thye, and Governor, that 
the total amount that was requested ran into approximately thirty 
some millions of dollars. 

Senator Toye. Yes. 

Senator Humpurey. And the amount that was ultimately appropri- 
ated was around twenty and the amount of the request, Governor, that 
you sent in from your State committee in Minnesota was about $6 
million. 

Governor Freeman. Right. 

Senator Humpurey. Not quite six ? 

Governor Freeman. That is correct. 

Senator Humpurey. And so when you prorate it back I think the 
amount in terms of the requests made plus the amount that was appro- 
priated would have given Minnesota around $314 million or $314 
million ? 

Governor Freeman. The point I would like to make, gentlemen, is 
this: That in the area in question almost none of these funds were 
made available, and the reason they were not made available is that the 
local committee said that so-called cultural practices, summer fallow 
and deep tillage, were not permitted under the law. 

Now, again, that is Public Law 85-170, passed in August 1957. 

The language is here. I do not need to read it to you. 

As I have read it, and I practiced a little law, and discussed it with 
attorneys in Minnesota snd reviewed the precedent of previous action 


in the Department, it seems to me clear that there is adequate author- 
ity under the law as it now stands to make these payments for cultural 
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practices in northwestern Minnesota that were denied on this restric- 
tive, technical, extremely narrow interpretation by the State 
committee. 

Now I would hope that this committee would review this law or 
have your staff do so, and if it is your conclusion that these payments 
cannot be made under that law, that it would be amended, and if it is 
your conclusion that they can be made under the law, which I think 
they can, and hope that you would reach that conclusion, that the 
Department at least would be so advised. 

Pi called this personally to the attention of the Secretary of 
Agriculture, yesterday, because this area of Minnesota, which is a 

ood area, is in desperate condition, and here we have X number of 
a oNans available which we are not permitted to use when it is needed, 
because of what I can only describe as a very legalistic, very narrow, 
restrictive interpretation. I would specifically request that you 
review that and give us a hand to try and get what is available to help 
antee weap up there, because they need it. They need it right now, 
and badly. 

des Humpnurey. Mr. Chairman, this is practically the same 

problem that Senator Symington was faced with in his State. That 
is why I looked over to him here just a moment ago. 
Now these funds were appropriated and it is always, of course, a mat- 
ter of legal discretion and determination as to just what practices are 
to be included under the confines of the legislation, under the termi- 
nology of the legislation. 

That terminology is set forth in Public Law 85-170, and it refers 
back to the law of the 83d Congress in which the Missouri situation 
was 

(overnor Freeman. It is quoted on page 8 here, Senator. 

Senator Humreurey. Yes. It refers back to the situation that you 
ran up against, Stuart, in your problems with Under Secretary True 
Morse and others relating to the drought relief in your State. 

What happens here is that the local county committees—the elected 
county committees—go out and look over the situation, along with the 
county agents and others who are concerned with this disaster pro- 
gram at the local level. They list certain practices that ought to be 
undertaken. Here is the relief that is needed. And when it comes 
on up to the State committee, it falls into a bottomless pit. It never 
sees the light of day. We sat with the State committee in several 
meetings. With us were representatives of our legislature, county 
agents, county committee people. 

We had a complete review of this with people from all parts of the 
State, and what is the amount so far disbursed—$196,000 ? 

Governor Freeman. $196,500 or 3 percent of the uested and 
substantiated needs that were submitted through the local ASC com- 
mittees themselves. 

Now there may have been a very small additional allocation in 
other parts of the State so that figure may not be precisely accurate, 
but I am sure that there is not over a quarter of a million dollars, 

Senator Humpurey. And six Farmers’ Home Administration loans 
the last. time that I had the FHA people over into our office. I was 
told this is all the farmers sought. SoI got right on an airplane and 
flew out to the State and went out into the affected counties. We had 
over 150 farmers at Benson, Minn., one evening who came in to testify 
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that they had been seeking loans and were frankly told that there 
was no use asking, that things would be better next year. 

Now I told the Governor that this was not a matter on which we 
could take administrative action because we have no such authority. 
Therefore, he has seen the Secretary of Agriculture today. 

I bring this up because it is the same story, this time on floods, Sen- 
ator Symington, that you had on drought. "You cannot get any action. 

Senator Exxrenper. I think we have wandered from the subject. 
Let’s go back on the track. 

Governor Freeman. All right. 

I would ask specifically of this committee two things: No. 1, that 
you review the law in terms of the agricultural conservation prac- 
tices program, and determine, as I hope you will, that these funds can 
be used for cultural practices we need in this part of Minnesota. 

No. 2, that you would also determine, and I asked the Secretary of 
Agriculture this, whether there is not under the law which I cited 
authority to make emergency grants not only of feed but of seed as 
well. 

Senator Youne. That would establish an entirely new precedent. 
In my State last year many thousands of farmers had to get feed 
and seed loans. Their repayment record was some 96 percent, among 
the very best in the Nation. That would establish a new precedent 
if you furnish seed to farmers in the form of grants. 

overnor Freeman. This, I ask your consideration of, because very 
frankly a lot of these people, Senator, cannot get loans. 

Now I would like the record to show that I have met—Senator 
Humphrey, I have not had a chance to detail this to you—about a 
week ago with the FHA people as a result of this report and went 
over it with them, and a Washington representative who had been in 
the area assured me that they were going to have a much more relaxed, 
shall we say, policy of granting loans, and that they were going to 
concern themselves with making loans particularly to farmers who 
otherwise would go out of business this spring. 

Now I have some reservations as to what this means based upon 
past experience, but I am taking Mr. Klenk at face value as the testi- 
mony so states. But in the seed area, there are farmers who I think 
cannot get loans, and as I read this law, it is not only feed, Senator, 
but seed as well. 

Maybe it is a new precedent, but if the law and the power is there 
and it is needed, it seems to me it ought to be exercised. 

Senator Youne. It is certainly worth considering. 

Now in our State we have no trouble with FHA. A farmer if he 
has the ability to put the crop in at all, can get a loan, and the repay- 
ment record has sds very good, surprisingly good. You wonder 
how these people would be able to repay these loans. They are loans 
that the banks cannot make, but it has worked out very, very well. 

Our problem is getting enough money out there. 

Governor Freeman. Well, in one way or another I want to see 
these farmers stay in business. 

Senator Youne. Yes. I do too. : 

Governor Freeman. And some of them are so heavily committed 
now that some assistance seedwise, if the authority is there, and it 
is properly administered, I think would be constructive. 
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I think the power is there, and while I call this to the attention 
of this committee, it is of course I expect an administrative matter. 

You are not going to make the law between now and the time that 
those loans are useful but I would like to call it to your attention. 

(Off the record.) 

Senator Symrneron. Mr. Chairman, I have to leave at a quarter 
after 11 for another hearing and I would just like to ask one question. 

Governen, have you been into this problem of the F credit 
loans 4 

We have had a flood problem in southeast Missouri but we have 
been continually denied any refinancing loans. Senator Fulbright 
and Senator Kefauver and Senator Eastland and I went to see Gov- 
ernor Adams at the White House after the most recent turndown by 
the Department of Agriculture. We were interested in an increase 
of $25 million in the FHA revolving fund which we felt would take 
care of our problem. We have not heard yet what is going to be 
done about. 

‘ But I was wondering if you had any of that problem also in your 
tate. 

Governor Freeman. We have not faced it as directly. I am told 
that emergency seed loans are financed out of a revolving fund which 
provides adequate funds. On the operating loans they do not know. 

Senator Symrineron. This concerns refinancing loans for open 
accounts. 

Governor Freeman. We would be in exactly the same position, 
Senator, because they indicated to me that the funds were not very 
extensive, but we did not have a firm figure to shoot at in terms of 
need, so we did not get down to the specific question. 

Senator Symrnetron. Mr. Chairman, I would just like to make one 
more statement. We pointed out to Governor Adams that it is very 
difficult to justify this foreign-aid bill to give to other countries when 
we are not loaning our own disaster victims any money. 

I thank the Chair. 

Governor Freeman. Senator, I will conclude. 

I appreciate this time and I do not want to inconvenience other wit- 
nesses. Let me just summarize then in just a moment. Senator 
Symington, these are the other points I refer to in this presentation. 
First I would like to thank this committee for the investigation that 
was made in connection with the handling of the ASC elections in 
the State of Minnesota. 

Your report has been filed. I think that the net result will be 
a vast improvement in those elections which I was concerned about 
for the seta reason that everywhere I went I found rumor, suspicion 
and just general unrest. 

Administratively I think the report would indicate that they were 
handled poorly and I think there is going to be an improvement and 
I am grateful for the leadership exercised by this committee. 

I would also call to your attention, if I may, that we are concerned 
about the question of an overall farm program. I do not need to 
cite figures in terms of the drop in net income in Minnesota, but you 
might be interested in knowing that I have appointed a committee 
which is financing itself to the tune of some $30,000 to do a detailed 
factual study on agriculture in Minnesota. 
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The directive to them is to not come up with any particular recom- 
mendations as to program, but some evaluation as to cause, and to 
try and pinpoint what the facts really are. 

I personally am distressed when I find strong disagreement on facts 
that everybody ought to agree on when they are clearly demonstrable 
but nonetheless people arguing about them, and I hope that this com- 
mittee will come out with worthwhile facts for us. It is a bipartisan 
committee strictly. It is chaired by an agricultural economist from 
the University of Minnesota and it is sponsored by a number of groups 
who have shared in its cost without any cost to the State of Minnesota. 
I hope that they will obtain facts that will be of value and I will 
certainly be anxious to submit them on a factual basis to this com- 
mittee and its staff for your study. 

One other comment, if I may. I had a conference before I left 
Minnesota with our school-lunch people. Last year, of 176 school 
days, on 123 of them there was adequate protein in the school-lunch 
program. So far this year we have had only 11 days when adequate 
protein was made available. 

Now, I asked the Secretary of Agriculture yesterday if there were 
not authority under section 32 to add to the school-lunch program 
regardless of what the market situation may be in terms of surplus 
commodities. He was not clear, and we are checking that informa- 
tion. 

But I would urge on this committee, as a matter of appropriation, 
that the factor of increased children, about 20 percent over last year, 
be considered in this appropriation. As I read the budget of the 
President as of now, there is what amounts to a concealed cut in the 
school-lunch program, because it is the same figure as the year before 
and there are going to be more children. If we are even going to 
maintain the same amount per child, there is going to have to be a 
greater appropriation. 

We are rather proud of the school-lunch program in Minnesota. 
We have kept our lunches below 20 cents. Most of the cost is pro- 
vided by the people and the State. We have a substantial State 
appropriation for it, and we hope this program will continue. We 
think it is very, very important and that adequate appropriations will 
be forthcoming. 

I fear I have taken too much of your time already, and I surely 
appreciate your courtesy. 

The Cuatrman. Thank you, Governor. 

Mr. Hearty. Will you identify yourself for the record. 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION 


Mr. inary. Lani Patrick B. Heaiy. iam the assistant secretary of 
the National Milk Producers Federation, with offices at 1731 I Street 
NW., Washington, D. C. 

Mr. Cuarrman. I have a statement here which, with your permis- 
sion, I would like to file and discuss certain pertinent points contained 
in it. 

The CuatrMan. Very well. That will bedone. The statement will 
be put in the record as a whole, and you may proceed. 
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(The statement referred to is as follows :) 


My name is Patrick B. Healy. I am assistant secretary of the National Milk 
Producers Federation, with offices at 1731 I Street NW., Washington, D.C. We 
appreciate having this opportunity to appear before this committee in behalf 
of the membership of the National Milk Producers Federation. Our testimony 
today is made up of a statement and a series of charts. Copies of the statement 
and the charts have been placed before you. 

Our organization is a federation of dairy farmer owned and controlled coop- 
eratives. The cooperative membership of the federation exceeds 800. These 
cooperatives have a dairy producer membership in excess of 500,000 dairy farm 
families. The cooperatives in our federation are located in all 48 States. Chart 
No. 1 shows the distribution by county of dairy producer membership in the 
federation. 

The policies of the federation about which I want to talk with the committee 
today were developed by the dairy producer membership of our cooperatives. 
This means that the policy position of the federation on national legislative and 
administrative issues represents the views of the people most knowledgeable 
about the production and marketing of milk—the dairy producers. 

Policies of the federation of immediate interest to this committee were 
developed and adopted by the voting delegates at our 41st annual meeting held 
in Cincinnati, Ohio, last November. These policies state that— 

“Until such time as a satisfactory producer self-help program can be enacted 
and put into operation, it is essential that there be continued in effect a price- 
support program for milk and butterfat, and the products thereof. Such a pro- 
gram should provide returns to dairy farmers which maintain balance in 
agriculture and are in line with current national economic levels. 

“In the administration of price-support programs, pending enactment of a 
permanent producer-financed self-help program, the Secretary of Agriculture 
and the Commodity Credit Corporation are urged to— 

“Maintain, in any event, a support level which will return no less than the 
current dollar and cents support price to farmers.” 

These are the policies we bring to the committee’s attention. While the 
immediate concern of the committee involves legislation for a short-range 
emergency program for dairying, we respectfully refer the committee to the 
long-range proposal for a stabilized dairy industry as developed and proposed 
by the membership of our federation and the National Grange. This proposal 
has. built into it features that will assure stability in the industry and benefit 
not only dairy producers but consumers and the entire Nation. This is the self- 
help plan. Bills have been introduced in both the Senate and the House of 
Representatives to authorize this self-help plan. We understand hearings will 
be held on this proposal shortly. Until our self-help plan can be put into opera- 
tion, price-support programs must be continued. 

In making judgments on legislative or administrative proposals affecting the 
production or the marketing of milk or its products, it is important that we 
recognize two things. First, the unique and in many respects the unusual 
characteristics of our industry, milk is produced nationally in every State in 
the United States and in virtually every county. It must be harvested twice 
each day, every day of the year. This harvest must go to market at least every 
other day. Second, there is a basic criterion to be considered in the development 
of any national dairy policy designed to serve the best interests of the people— 
farmers and consumers—in the United States. 

The policy must assure an adequate supply of wholesome milk and dairy prod- 
ucts. At the same time, it must create a healthy economic atmosphere in which 
the dairy industry can continue to produce this adequate supply of wholesome 
milk. 

Dairying in the United States accounts for 20 percent of the total agricultural 
income. It is the largest single segment in the agricultural economy. At no 
time should policies be formulated and followed that will weaken this important 
segment of the total economy. In a period of economic stress particularly any 
policy that results in liquidating dairy herds will lower income in rural areas, 
increase unemployment and contribute toward depression. 

As dairy producers, we are and have been in an economic squeeze brought 
about by the lowering of dollars and cents support levels for milk and butter- 
fat and an increasing cost of producing this milk and butterfat. To the extent 
that we can control or exert some influence over our cost of production and 
thereby relieve the squeeze, we have done so by utilizing results of private and 
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public research. However, since the price of our product is largely determined 
by forces off the farm, we have had to look to the Congress in our efforts to 
relieve the economic pressure from lower prices. 

I would like now to point out to the committee what has been happening 
because of this squeeze. Chart No. 2 shows that producers have been com- 
pelled to hold production high in order to maintain a level of gross income to 
pay fixed costs. The chart shows we increased milk production by 15.3 billion 
more pounds in 1957 over 1952, but our cash receipts from marketings remained 
at the same level. 

In addition to the pressure from lower price support levels, we have further 
pressure from another source—increasing costs of production. Chart No. 3 
shows what has happened in this area. Information in the chart was taken 
from the United States Department of Agriculture publication The Farm 
Cost Situation, published on November 18, 1957, and relates to the Northeast 
region. You will note that the increased cost of production in 1957 averaged 
14 percent higher than in 1947-49. 

This situation would be greatly aggravated if the current support level were 
further reduced. Any proposal to drop our prices to a point where manufactur- 
ing milk would bring to our producers 22 or 23 cents per hundredweight less 
than presently paid would result in a degree of economic distress that could 
lead us farther down the road toward economic disaster. 

Dairy producers are in an unfavorable economic position in our overall na- 
tional economy; and lower price support levels for milk and butter fat will 
increase this spread and make the dairy producer’s position more unfavorable. 
In addition, any further lowering of our price will not only reduce our annual 
income but further jeopardize our investment in land, equipment, buildings, 
and herd. In the terms of the young dairy producer this means that with less 
depreciation to exist on he will be forced to the wall. This will accelerate the 
economic deterioration of the dairy producer’s position. As further evidence of 
this continuing deterioration, let me respectfully draw the committee’s atten- 
tion to the publication Major Statistical Series, volume 3, December 1957, 
from the United States Department of Agriculture in which the Department 
reports on the hourly earnings of dairy farmers in three sections of the United 
States. You will note from table No. 4 that the hourly return from labor to a 
dairy farm operator is considerably less than $1. 

The argument is made by proponents of lower levels of support for dairy 
products that such action will lower production and increase consumption. 

With your permission I would like to discuss Chart No. 5 which shows, on 
the basis of information published by the United States Department of Agricul- 
ture, what has happened to milk production and per capita consumption since 
1954, when the dollars and cents support level for milk and butterfat was re- 
duced from $3.74 to $3.45 per hundredweight, or 16 percent. You will note from 
this chart that lower prices to the producer did not lower production nor did 
they significantly increase per capita consumption. 

A comparison of producer prices and retail prices for milk is shown on 
Chart No. 6. This chart shows that lower support prices did not result in 
lower prices to consumers. While the support price went down 13.1 percent, 
consumer prices went up 9.3 percent. It is clear from this chart that lower sup- 
ports have not lowered the price of milk to the consumer. It has, as we pointed 
out previously, affected only the income of dairy producers. 

From the history of the immediate past, therefore, it is clear that economic 
depression for dairy producers has benefited no one and has done vast harm 
to one of the major industries of this country. This is an important considera- 
tion. It means for instance that when the dollars and cents level for manufac- 
turing milk was reduced in 1954 from $3.74 to $3.15 per hundredweight, some 
$600 million in income was lost to the agricultural economy—money that could 
and probably would have been used for new equipment, new clothing, new hard- 
ware, and so forth. The current move to further reduce our support level to 75 
percent will take an additional $250 million annually from producers income 
so that they will be that much less able to replace equipment or buy clothing 
or pay fixed costs to operate their farms. 

Lower support levels will affect every producer in the United States whether 
he ships his milk to market for fluid use or for manufacturing use. Chart No. 
7 shows this effect. 

In recognition of all these facts, the National Milk Producers Federation sup- 
ports those bills that would provide a degree of stability in place of the in- 
stability presently in the industry, that would provide a modest increase in 
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the dollars and cents support leyel for manufacturing milk for the marketing 
year beginning April 1, 1958, and ending March 31, 1959. These Senate bills 


Bill No. 


Sponsors 
6 aa ee Se Senators Thye, Case, Humphrey, Ives, Mundt, Wiley, 
Young, Smith of Maine, Schoeppel, and Langer. 
S. 2924 


ee eee Senators Humphrey, Church, Hennings, Kefauver, Kerr, 
Langer, Magnuson, Mansfield, Morse, Murray, Neuberger, 
Proxmire, Thye, Scott, Symington, Jackson, Mundt, Pot- 
ter, Wiley, and Young. 

Stine senor Senator Carlson. 


The need for immediate favorable action by the Congress and the President 
on proposals in these bills is further substantiated by the fact that unless we 
can accomplish the objectives of these bills now, the unsettling effect of pro- 
posals to lower our support level to 75 percent on April 1, will be felt far in 
advance of that date with a result in additional loss of income to dairy pro- 
ducers. The parity equivalent formula set forth in these bills is basic to our 
industry. I would like to describe in some detail the whys, hows, and where- 
fores of this formula. 

The Agriculture Act of 1949 directs the Secretary of Agriculture to support 
prices to farmers for milk and butterfat at such levels between 75 and 90 percent 
of parity as he deems necessary to insure an adequate supply of milk. The law 
does not specifically direct that individual components of the milk supply shall 
be supported. In 1949 the Department of Agriculture developed a parity 
equivalent price for manufacturing milk that has been determined and published 
regularly since and has been the basis for determining price supports for milk. 
This parity equivalent for manufacturing milk is computed by applying a per- 
centage figure to the parity price for all milk. This percentage figure shows 
the relationship between the parity price for all milk sold at wholesale and the 
average price paid farmers for milk used in manufactured products. 

When the original computation of the parity equivalent for manufacturing 
milk was initiated, the relationship between the price of all milk and manufac- 
turing milk for the period July 1946 through December 1948 was expressed in a 
percentage figure. This period was utilized because it was essentially a free 
market period. There were no Government price support purchases during this 
period and there were no unusual demands for milk and dairy products since 
military hostilities were at an end. In other words, the period from July 1946 
through December 1948 was a period when the relationship between the price 
of manufacturing milk and all milk was established on a free market basis. 

During that period farmers received an average of $4.63 per hundredweight for 
all milk marketed. Farmers selling milk for manufacturing purposes received 
$4.10 per hundredweight for milk marketed during that period. Thus the price 
($4.10) received by farmers selling manufacturing milk was was 88.5 percent of 
the $4.63 per hundredweight for all milk marketed during the same period. 

This ratio of 88.5 percent was used in computing the parity equivalent for 
manufacturing milk for the 1951-52, 1952-53, and 1953-54 marketing years. For 
the period April 1, 1954, through December 1954 the base period for computing 
this percentage ratio was extended to July 1946 through December 1953. This 
resulted in a reduction of the ratio from 88.5 percent to 84.1 percent. For the 
calendar year 1955 the ratio for the period July 1946 to December 1954 was used 
and resulted in a further drop to 83.7 percent. This had the effect of reducing 
what was considered 100 percent of parity for manufacturing milk by 26 cents 
per hundredweight. 

Subsequent lengthening of the base period has tendered to further decrease 
this ratio between the price received by farmers for manufacturing milk and 
the price received by farmers for all milk. As a result, the parity equivalent 
or 100 percent of parity for manufacturing milk has continued to decline. For 
example 100 percent of parity for all milk for the 1951-52 marketing year was 
$4.69 per hundredweight ; $4.81 per hundredweight was 100 percent of parity for 
all milk for the 1957-58 marketing year. However, because of the lengthening 
of the base period in the computation of the parity equivalent for manufacturing 
milk 100 percent of parity for manufacturing milk has dropped from $4.15 for 
the 1951-52 marketing year to $3.95 for the 1957-58 marketing year. This means 
that while the parity price for all milk has increased for the 2 marketing years, 


the parity equivalent price for manufacturing milk has declined by 20 cents 
per hundredweight. 
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It should also be pointed out that as the base period used in computing the 
ratio factor is extended, it will continue to pick up this lower relationship 0. 
manufacturing milk prices to the price of all milk and cause the parity equivalent 
of manufacturing milk to continue to decline. In other words the present 
formula is simply designed to lower dollar and cent prices and yet maintain a 
nominal percentage of parity level. 

Bear in mind, also, that the effect does not stop with manufacturing milk; 
Since the pricing in most of the Federal milk marketing orders is based on values 
of manufacturing milk, the price for fluid milk will also suffer a like decline. 

The federation proposes that the base period of July 1946 through December 
1948 be used to determine the parity equivalent price for manufacturing milk. 
This period, as has been pointed out, was a time of free market prices and obvi- 
ously the relationship during this period should be more proper than the inclusion 
of periods when substantial volumes of milk were being purchased under price- 
support programs. . 

We have prepared a table (No. 8) on this subject of the two parity equivalent 
formulas—the one presently used by the Department of Agriculture, and the 
one we are supporting. This chart demonstrates how it is possible under the 
present United States Department of Agriculture formula for us to receive less 
for our milk at a higher percentage of parity. Since we can’t buy equipment or 
pay bills with a percentage of parity, it becomes meaningless. 

The second provision in these bills to which we have referred calls for a dollars- 
and-cents support level of $3.50 per hundredweight for manufacturing milk for 
the next marketing year. 

We suggest a minimum dollars-and-cents support level of $3.50 per hundred- 
weight for manufacturing milk. This minimum is absolutely necessary if the 
dairy producer is to be in a position of holding his own in our present economy. 
An additional 25 cents per hundredweight for manufacturing milk at this time 
will make it possible for us to continue in business as suppliers of milk and dairy 
products and as consumers of the industria! goods produced off the farm. 

This 25 cents per hundredweight is not an increase in the net income of dairy 
producers. It will permit the dairy producer to avoid additional squeezing from 
higher costs of production as we have shown earlier in this statement. We do’ 
not believe that this level would either encourage production or discourage con- 
sumption. 

If, in the judgment of the committee, the provisions contained in S. 2912, 8. 
2924, and S. 3133 cannot be enacted, we urge the committee and the Congress to 
give favorable consideration to Senate Joint Resolution 149, introduced by Sena- 
tors Humphrey and Aiken, as well as Senate Joint Resolution 150, introduced 
by Senators Humphrey and Symington. While we certainly commend these 
efforts to hold the line, it is more important to hold the line by providing a 
sound basis for the computation of the parity equivalent for manufacturing milk. 
The effect of the present method of extending the base period to compute the 
parity equivalent for manufacturing milk will continue to decrease prices even 
though the nominal parity equivalent may remain at the same level. 

The arguments we have made in opposition to a lowering of the dairy support 
to 75 percent apply with even greater emphasis to the proposal to reduce the 
support level for milk and butterfat to 60 percent as provided in the President’s 
farm message to this session of Congress. Such an action could mean economic 
bankruptcy for our dairy farmers. If put into effect it would lower our annual 
income by $1 billion. This could only result in tragic inventory losses to our 
dairy producers and diminish their purchasing power to a dangerously low level. 
Such a situation could easily trigger an economic chain reaction of disastrous 
proportions to the national economy. 

In completing our testimony, I want to make some observations on this ques- 
tion of “surplus” and its cost. We have read and heard many times, references 
to the “mountains of dairy products” in Government warehouses and their cost. 
There is another side to this picture. The so-called surplus production over the’ 
past 9 years has ranged from a high of 8 percent of our total annual production 
in 1953 to a low of less than 1 percent in 1951. So when we speak of surplus 
stocks of dairy products we are not talking in terms of a 40 or 50 percent over 
production but only a supply that assures us we can meet emergencies should 
they arise. While there has been a small percentage of surplus over the past 
years, surplus stocks have set the ceiling on our prices at the support level. In 
any discussion of the so-called dairy surplus we must bear in mind that a small 
percentage of over production results in a drastic drop in prices paid to dairy 
farmers. A small percentage of underproduction, immediately results in sharp 
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price increases to consumers. Neither the farmer nor the consumer is benefited 
by such fluctuations. The effect on both producers and consumers to the violent 
market reaction of a small percentage of under or overproduction becomes even 
more difficult to appraise and correct when it is recognized that consumer de- 
mand for product-availability requires the dairy industry to maintain a small 
surplus supply at all times to meet those consumer needs that cannot be 
anticipated. 

This service to consumers, coupled with the fact that cash ineome from 
dairying has been declining and out-of-pocket costs of production have been 
rising, creates a real problem for dairy farmers. 

All of this points to the conclusion that the nature of the dairy industry, 
its products and its problems call for a highly partieularized national program 
that will meet the needs of an industry that is unlike any other. 

Now, let’s take a look at the cost item for the 1957 operations. Table No. 9 
based on information from the United States Department of Agriculture shows 
that the net cost to the Commodity Credit Corporation applicable to commodities 
acquired during the fiscal year 1957 was $228,350,000. 

However, let us take a closer look at the items included in this amount. First, 
the $56,572,000 expenditure for the special school milk program. This is one 
of the best programs approved by the Congress and one we helped develop. 
The expenditures to increase milk consumption by our school children and others 
are not “applicable to commodities acquired in fiscal year 1957.” Therefore, 
the reported figure of $228,350,000 should be reduced to $171,778,000. 

Two other items on this chart should be looked at more closely. One is for 
$14,415,000 for donations to other nations under title 11 of Public Law 480. 
Under this authority the President furnishes emergency assistance “on behalf 
of the people of the United States to friendly peoples in meeting famine or other 
urgent relief requirements.” Any cost of this type of operation should not be 
charged against the dairy support program. This being the case our total 1957 
cost is reduced to $157,363,000. Another item covers title I operations under 
Public Law 480. Here again the support program has been charged $125,000. 
Such utilization will result in an improved nutritional level for millions of people 
in our own country and in other countries. The effectiveness of these distribu- 
tion programs as a part of our foreign aid program by helping friendly countries 
resist communist propaganda, is in itself full justification for their continuation. 
The removal of these items together with the $41.5 million under section 32 
program as “cost items” to the dairy support program reduces the 1957 fiscal 
year cost to $115,738,000 as compared with the reported figure of $228,350,000. 

We want to thank the committee for its attention to our presentation and ask 
that favorable consideration be given to our proposals for a sound and stable 
parity equivalent formula and a dollars and cents support level for manufactur- 
ing milk that will at least keep us from being pulled under by the riptide of 
lower prices for our product and higher costs of production. Such action would 
renew the hope of dairy producers and give the Congress time to review our 
proposal for a dairy producer-financed and operated stabilization program. 
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TABLE 4.—Returns per hour from dairying 


[Amounts in cents] 


Aver- 




















| age | 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 
| 1947-49 | 
aa eaeseenernaseippeniionenteaniniin mr note ——/|—____ 
Central Northeast...............--.| @| | ss} | se] os| 7 70 
Eastern Wisconsin _ - ~-n-n---=--| 68 | 52 | 79 | 68 50 38 29 43 
Western Wisconsin._.....-......-- -| at 47 | 73 66 53 33 35 52 





Source: Major Statistical Series, vol. 3, USDA, December 1957, These are the only 3 areas covered in 
USDA reports, 


CHART NO. 5 NATIONAL MILK PRODUCERS FEDERATION, FEBRUARY 1958 


Index of Marketings of Milk and Cream Off Farms” and Per Capita 
Consumption of Dairy Products --Milk Equivalent” 


1952 -- 100 


Index 


120 


Marketings 
of Milk 


110 


100 it SeneeePeTEtre Tt rth Swe 


Per Copine™ 


Consumption 





1952 1953 1954 1955 1956 957 


1/ SOURCE: MILK, Farm Production, Disposition And Income, 1955-1956, 
USDA-AMS, April 1957 


2/ THE DAIRY SITUATION, USDA-AMS, October 1957 
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‘TABLE 8,—Prices for manufacturing milk based on USDA and NMPF calculations 


and butterfat parity price at levels from 60 to 100 percent of parity—Prices for 
manufacturing milk 


Based on USDA ratio of | Based on NMPF ratio of 
81.2 percent of wholesale 88 percent of wholesale 
milk price (per hundred- milk price (per hundred- Prices for 
Percent of parity weight) weight) butterfat 


3.95 percent | 3.5 percent | 3.95 percent | 3.5 percent 
butterfat butterfat butterfat butterfat 


$ 


2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
2. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
3. 
4. 
4. 
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Based on Jan. 15, 1958, parity price of $4.97 per hundredweight for average test milk sold wholesale and 
74.60 cents per pound for butterfat. 


TABLE 9.—United States Department of Agriculture—Dairy products: Disposi- 
tions during fiscal year ended June 30, 1957, and realized cost of all programs 
primarily for stabilization of farm prices and income during the year 


Realized cost of programs primarily for stabilization of farm prices 
and income :? 
Thousands 
CCC recorded loss on inventory transactions * $115, 738 
Funds used for special school milk program 
Donations of commodities to other nations (Public Law 480, . 
14, 415 
Commodities sold for foreign currencies (Public Law 480, 
title I): 
Program expense * 500 
Less credit for foreign currencies collected 375 


Net expense #195 


Removal of surplus agricultural commodities (obligated 
under sec. 32) * 41, 500 


Total, all program costs. * 228, 350 


1 Net loss applicable to commodities acquired in fiscal year 1957. 
*# Indicates loss or cost to the Government. 
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Mr. Heary. Now, as part of that statement, there are some charts 
which I would like to have included in the record also, because it is on 
the basis of these charts that I would like to make my discussion. 

In chart No. 1, we show the location of the membership of the Na- 
tional Milk Producers Federation. It is a national commodity organi- 
zation, the oldest and largest of the national commodity organization 
in the country. 

We have as membership some 800 dairy farmer cooperatives located 
in every State in the Union. And they im turn have as members over 
500,000 dairy farm families, all of whom receive all or a major portion 
of their income from the production and sale of milk. 

Now, the policies of the National Milk Producers Federation are 
developed annually at a meeting of the representatives of all these 
dairy farmers. Last year we had our annual meeting in Cincinnati, 
Ohio, and developed three resolutions which pertain to the subject 
which is before this committee now. 

No. 1. We did this year, as we have for 4 years past, adopted as our 
main program, our first interest in dairying, our self-help program. 

No. 2. The second policy statement which was adopted by these 
dairy farmers was to the effect that until such time as we do achieve 
legislation which will allow for self-help, that there be continued in 
effect a price-support program which will return to dairymen an 
income in line with national economic levels. 

And No. 3. And this we consider to be at this time most impor- 
tant, was that in any event, we continue a dairy farm price-support 
program at levels no less than the current program provides. 

The Cuarrman. Well, have you any suggestions to make as to pro- 
duction of milk, how to canal it in order to put it in line with other 
protected commodities? 

As you know, the record shows that milk production has been going 
up and up, far beyond what the farmers are able to distribute. Un- 
less we can find some way by which we can keep the demand and 
supply a little more in line—this program has been very expensive, 
as you know, to the Commodity Credit Corporation—we may face 
more and more criticism. 

Mr. Hearty. Well, Senator, we have, of course, watched the relation 
of production and demand for milk very closely. And I think it is 
important to remember that; No. 1, milk production exceeds demand 
in this country by about 414 percent. And there is no milk produc- 
tion-control program in effect. 

Now, there are about 2 million farmers producing this milk, and 
they make maybe a thousand decisions each, each year, which results 
in this total milk production. So they are about 9514 percent right 
in what they do produce. 

We do believe that, if given our self-help program, we can control 
production through the operation of that program. There are pro- 
duction control features written into it which can handle this 4% per- 
cent surplus. 

The Cuatrman. Well, why couldn’t a program be put on the statute 
books similar to what you have for basic commodities? Why should 
the Congress give to a corporation the power to legislate? That is 
what you are asking for, and I believe—I am just throwing it out to 
you—lI have been opposed to this so-called self-help. 
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Mr. Heaty. Yes, sir; I know that. 

The Cxaman. For the reason that it is not self- help at all. The 
Congress ‘provides the men to operate it. It is true it is on a loan 
basis, but with no guaranty of repayment. 

Another thing—you ‘ake us to form a corporation and give to you 
legislative powers that should be in the hands of Congress. 

‘Mr. H Heaty. No, sir. What we have asked for—— 

The Cuamman. Unless you have changed it considerably. 

Mr. Heaty. Well, now, the self-help program has been revised dur- 

the last year. 

ihe CHairMAN. But basically I understand it is along the same 
line. You have asked for less money. 

Mr. Hearty. That is one thing. As a matter of fact, we did that, 
Senator, because of your objection to the higher prices. But if you 
would allow me, I would like to explore that just a minute with you. 

In the first place, we are not asking for a corporation which would 
be given the power to legislate. What we are asking for is a Gov- 
ernment agency whose sole interest is milk, drawn somewhat along 
the lines of the Farm Credit Administration, whose sole aim in being 
is to provide a reasonable type of credit for farmers. 

The dairy stabilization board would be bound, just as other 
segments of the executive branch of the Government is now bound. 
They would be a Government agency. The board members would be 
appointed by the President, would be subject to his direction, and, of 
course, would be subject to Congress in the interpretation and the 
administration of this legislation. 

That is No. 1. 

The second thing is as regards this loan which is necessary to make 
self-help a going concern. The marketing year for milk starts April 
1. It must start then, because that is the period of lowest storage 
holdings. And the reason it must start at that period is so that a 
man who puts milk or dairy products into storage should have some 
indication of what conditions will be when the market calls for those 
commodities later on in the year. 

Now, at the same time, April 1 starts the flush production season 
of milk. More milk is produced in April, May, and June than is 
produced later on in the fall of the year. 

So we have, in exaggerated form, a production pattern that goes 
something like this [indicating], as shown on this chart. 

(The chart is as follows :) 
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Self—Help Cost of Purchases and Receipts from Stabilization Fee by months 


and Cumulative, 1956-57 Fiscal Year 


Million dollars 
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Receipts from stabilization fee——coWections 
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made on prior second month's handling 
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Mr. Heary. Now, because more milk is produced early in the mar- 


keting year, the stabilization board would be required to buy off much 
of this. 


The CHarrman. With this borrowed money ? 

Mr. Hearty. With the borrowed money. That is why they have to 
borrow the money. 

Now, the plan is solvent. We have worked self-help on paper since 
1953 when it was first introduced, and it is solvent. Never one year, 
in making our estimates for the coming year, have we made an error 
which resulted in bankruptcy for the board. 

Now, during all of the production season, fees would be collected 
from farmers against all the milk they market. And during that year 
it would necessary for us to collect enough fees to repay this loan 
which was made back at the time when it was needed. 

Now, it is absolutely that the plan be solvent, becatise we would need 
to borrow that money again next year. 

Senator Tuyr. Mr. Chairman, might I have a little further expla- 
nation? How would you dispose of that, product that you acquired 
when you were making the purchases? 

Mr, Hearty. Well, Senator, we would dispose of the product in 

uite the same manner that the Government is now doing it. We think 
that the Government is doing a reasonable job of disposal of dairy 
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products now. The problem with our surpluses—and it is our sur- 
pluses which are causing us our trouble—— 

Senator Tuyr. Exactly. And it is only a very small percent of the 
total production. 

Mr. Hearty. That is correct. But the problem, Senator, is that 
these surpluses were collected from November 1952 until today. But 
the disposal program did not get really into gear until early 1956. 

Senator Ture. I was going to say 2 years ago, when we adminis- 
tratively got Public Law 480 into motion—that is when we actually 
started disposing of dairy surpluses. 

Mr. Heaty. That is correct. 

Senator Torr. And that is why I have contended the record of the 
administrative function of disposing of those dairy surpluses under 
Public Law 580 promises to resolve some of our problems. And that 
is why I opposed the reduction in the supports. 

Mr. Hearty. Now, what we have done is we have attempted to dis- 
pose of 6 years’ accumulation, or 5 years’ accumulation, in 2 years. 
We are more than holding our own at disposal now. 

Senator Ture. Correct, you are. 

Mr. Heary. Now, secondly 

The CuarrMan. You don’t mean to say 5 years’ accumulation, do 

ou? 
7 Mr. Hearty. Yes, sir. 

The CuHarrman. You mean a 5-year program ? 

Mr. Hearty. That is right, 5-year program. 

The Cuarrman. All that milk didn’t accumulate in that—you sold 
it as you went on. 

Mr. Heary. Well, that is right. There was a rotation of stocks. 

Senator Ture. However, we had a very heavy inventory when we 
enacted Public Law 480. 

Mr. Heaty. Yes, sir, there was about—— 

Senator Taye. And therefore that inventory has been moved, and 
you have been decreasing your inventory from year to year, and you 
were at a very low figure in 1956, 

The Cuarrman. Well, at one time I remember Secretary Benson 
boasting of the fact that there was no more butter to sell. 

Senator Toyz. And that was right, sir. 

The Cuatrman. Well, of course it was. 

Senator Tuyr. And I say that the record was so very good, that I 
was violently in disagreement with the Secretary when he proposed a 
reduction in the supports, because I said he was disturbing the dairy 
industry unnecessarily. 

The CHarrmMAn. Well, this so-called self-help program would en- 
vision probably an expansion of the school milk program as well as 
sales abroad, wouldn’t it? 

Mr. Heatey. Yes, sir. 

The CuarrMan.. Sure it would. That would be additional expenses 
to the Government. 

Senator Arken. Mr. Chairman, I would like to ask Mr. Healy a 
question. 

Isn’t it a fact that for the year 1957 the consumption of milk in- 
creased over twice as much as the production of milk, according to 
the estimates of production for last year? They say the population 
increased 3 million. The per capita consumption is 705 pounds. At 
that rate, the increase in population would require 2,000,100,000 
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pounds. They say the production of milk iricreased about 900 million 
pounds in a preliminary estimate. That may be changed later. 

In other words, consumption increased according to the Depart- 
ment’s figures, a little over twice as fast as production. Isn’t that 
making progress ? i E 

Mr. Heary. Yes, sir. What is involved there is that per capita 
sales, which is a little bit different, because in this per capita consump- 
tion figure of 708 pounds, or whatever it is, there is about 30 pounds of 
Government giveaways. So what we really ought to talk about is 
per capita sales. ; 

Senator Arken. But it didn’t spoil. It was used for useful relief 
purposes. They probably would have bought some oleo if they had 
not been able to get butter, or gone without. 

Mr. Hearty. Well, per capita sales stayed about the same as they 
did for the last 2 years. 

Senator Humpurey. They were up a little bit—about 4 pounds. 

The Cuatrman. Well, except for the programs you just mentioned, 
the figures given by Senator Aiken wouldn’t hold true, would they ¢ 

Mr. Heaty. Yes, sir, the production is up just at 1 percent, may 
a little bit more. And it takes about 134 percent to take care of these 
additional 3 million people we have each year. 

Senator Arken. You take one Government report and it reads pretty 
good. You take 3 or 4 and put them alongside, and you discover some 
inconsistencies. 

Mr. Heatry. Yes, sir, that is of interest, too. 

Senator Humpnurey. I have, Mr. Chairman, right here before me 
the results of analysis of the Department of Agriculture statistics on 
farm value of all milk sold or consumed on the farm, total milk pro- 
duction, total milk marketed, national average price received by 
farmers for manufacturing milk, national average price received by 
farmers for all milk wholesale, the average price retail single quart 
in 25 cities, the largest 25 cities, per capita sales milk equivalent from 
commercial sources, per capita consumption of milk equivalent from 
all United States sources and the total realized losses of dairy price- 
support operations. 

The interesting thing to me about it is that the lower the price gets, 
the more production goes up, and the greater the losses. Now, this 
is just a fact. 

You can go around and kid yourself, and do it over 1 year and 
2 years, but when you have a 6-year record, and you find out that in 
the 6 years, that as you lower the supports the production goes up, 
what you have is an increase in production by 10.7, that the price 
received by farmers is down 20 pan on an average, the average 
price that a consumer pays in the market is up 7 percent—the per 
capita sales milk equivalent is down 2 percent, and the total realized 
losses in dairy price support products have gone up from 1952, 1.1 
million; 1953, 5.3 million; 1954, 267 million; 1955, 440 million; 1956, 
449 million ; 1957, 286 million then something is wrong. 

The only year there has been a drop since 1952 am been this last 
year. 

This is just the same old picture—you just reduce prices and people 
are the same all over. They have to produce more. This is why 
many Government workers are driving taxicabs, because they cannot 
live off their salary and they have to get out and earn more money. 
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If you have a family to feed, you have obligations to take care of. 
You don’t have to go to Harvard Business School to learn that. All 
you have to do is be in trouble and be in debt. That is what is happen- 
ingtothem. Itissimple. 

he CHarrMan. Well, I guess the problem is to convince Ezra Taft 
Benson of that. We have been trying to convince him for almost 6 

ears. 

Senator Youne. Has it seemed that long? It has been 4 or 5. 

Senator Symineron. Mr. Chairman, for the reeord—— 

The Cuatrman. He is still adamant, I can tell you that, and this 
is his sixth year. From all indications, he will be with us through 
this present administration and a total of 8 years. 

Senator Symrineton. The total realized losses on dairy price support 
operations in the last 4 years is nearly a quarter of a billion dollars 
more than it was for the previous 20 years. 

Senator Humpnrey. Mr. Chairman, may I ask at this point, since 
I read these statistics, and there is always the danger that they are not 
in a complete picture, to have them printed in the record? Would 
you mind ? 

Mr. Heaty. No, sir. Because what they show is just the brunt of 
what I am trying to say here today. 

Senator Humpnrey. And may I say this answers quite respectfully 
and pointedly some of the testimony yesterday in the colloquy between 
Senator Symington and Mr. Voorhees, and it substantiates what Sen- 
ator Symington was saying yesterday in that on page 1223 of the 
temporary or preliminary transcript which I have before me. 

Senator Symrneton. I thank the Senator for bringing that point up. 

The Cuatrman. Without objection, that table will be placed in the 
record at this point. 

(The table referred to is as follows :) 


How well has the Benson-Hisenhower farm program worked in dairy industry? 






National 









average | National Total 
price average Per capita) Per capita} realized 
Farm received price Average | sales, |consump-| losses 
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Sources—1952-55 figures: Agricultural Statistics, 1956. 1956—USDA, preliminary. 1957--USDA, esti- 
mates. Per capita consumption figures—USDA, AMS, Dairy Statistics. Total realized losses on dairy 
price-support operations—Commodity Credit Corporation. 
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Total expenditures for personal consumption, United States 


Current Constant 
dollars 1947 dollars 
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1 Preliminary figures. 
Source; Statistical abstract of the United States, p. 297. 


Senator Ture. Mr. Chairman, if I might, just one moment before 
I depart from this question. 

The late John Brandt, of Land o’Lakes, in all of his years—and 
he was one of the outstanding dairy leaders of our Nation—had advo- 
cated our self-help plan. He knew that the dairy industry would 
need something of the nature of an administrative body to make 
possible the industry’s policing itself and still maintain an income 
that would permit dairy farming to continue in our Nation. That 
was desirable because of the soil-building practices involved in our 
dairy farming. Dairy farming lends itself to a family-type opera- 
tion, because boys of the family can help with the morning and 
evening chores, with the harvest and the other summer work. It is 
the desired thing in America. 

We have delayed the enactment of a self-help plan, but I hope 
that we can settle down in this session and give you the authorization. 
If it is $2 or $200 million, it is far better than allowing the dairy 
industry to break up and become a corporate-type of farm operation 
and that is where it is headed for. 

Mr. Chairman, I never was more firm in my conviction than I am 
now that there is a need for some legislative authorization that will 
permit the establishment of a self-help plan, because the dairy indus- 
tries themselves have been advancing this for the last 30 years. 
I am a person that has been close to the dairy industries, because 
I served for several years as director of the Twin Cities Milk Pro- 
ducers’ Association, which is one of the largest of the cooperative 
producers’ organizations supplying a fluid-milk market. 

The CHarrman. It has been before this committee for quite some 
time, Senator Thye. I am somewhat familiar with it, and I hope 
some day we can do it. I know this. If I felt for a moment that 
this $200 million would do the job, I think it would be a good in- 
vestment, but I am not yet convinced that it can do the job, without 
other expenses on the part of the Government, such as an increased 
school lunch program, increased sale to the Army, and increased sales 
abroad, and all of that. 

Senator Ture. I know that Senator Ellender, as chairman of this 
committee, is one of the most dedicated to agriculture of the men 
with whom I have had the good fortune of being acquainted. 

The Cuarrman. Itis very kind of you to say that. 

Senator Tuyr. I say that in all sincerity. You are concerned, how- 
ever, as to whether this would involve a huge Treasury expenditure 
without any assurance of final accomplishment. 

But this question of self-help has been studied by men, and 
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Senator Symrneton. Has been what ? 

Senator Ture. Been studied by men that have a complete under- 
standing of its intended administrative function, that they oon proved 
every step, year by year. They have asked themselves: What would 
we accomplish? and What would it cost? and What we would have 
had to have done with the surplus? and What would we have to tax 
ourselves? That is what is involved here. What we have to do 
is give you the authorization, and you will implement it, and you will 
then bring the trade together. 

You, the National Milk Producers Federation, are not a fly-by-night 
organization. You are nationwide. You have been in existence in 
all of these years. The National Milk Producers Federation is a 
group * organizations, such as the Twin City Milk, the Land O’Lakes ; 
4s 1t not 

Mr. Heaty. Yes, sir. We have 800 of those type cooperatives. 

Senator Ture. And everyone of those organizations will become a 
party to trying to make this plan work? 

Mr. Heaty. Yes, sir. I think, Senator, if I might say this. We 
are not asking here for legislation to put something into operation. 
What we are asking for is legislation which would spell this plan 
out and allow the farmers to go to referendum to vote whether they 
want this plan, the self-help plan, or the current price-support pro- 
gram. Weare not up here asking you to force something on farmers. 
We are asking you merely to give us the legislation, so that the 
Secretary of Agriculture can conduct a referendum to see for sure 
whether this is what farmers want. 

Secondly, we do not, Senator Ellender, depend upon an increased 
school milk, school lunch, Armed Forces, all of these things, to pay 
for this program. The dairy farmers of this Nation will pay for 
the program and utilize school milk, school lunch, and other pro- 
grams to utilize surplus milk, 

This program, as I said, has been put to the test each of the years 
that it has been on paper, and we have discovered that it is solvent, 
assuming a hundred percent loss on every dollar that was spent to 
buy the surplus and take it off the market. 

The Cuairman. Well, now, to what extent would you have the pro- 
ducers and those who make cheese and butter sign up notes to back 
up this loan? If those people are dedicated, as you say, and they 
know it will work, they have been keeping records—— 

Mr. Heaty. Well, let’s look at it from this angle. It only costs 
so much to take surplus off the market. This year there are—— 

The Cuamman. That is a loss, though. It is not recoverable. 
That is the point. 

Mr. Hearty. Well now 

The Cuatrman. You are going to probably collect money as fees. 

Mr. Hearty. Yes, sir. Now, no matter who buys that surplus and 
takes it off the market, it is going to cost so much. It will cost 
roughly $4.15 per hundred pounds of milk at the current support 
level to take that surplus off the market. Whether the Stabilization 
Board buys it or the Faliaiaiek 





So let’s just assume for a minute that the program is a total flop. 
Then what has the Government lost? Nothing. They have lost ab- 
solutely nothing, because they would have had to spend the same 
money operating their own program. And just in the hopes—I mean 
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even the most adamant critic of the program could certainly hope that 
it would work. And if it would, then the Governfnent would be com- 
pletely out of this picture. 

Senator Humpnrey. I wanted to ask you a question. 

I introduced this bill S. 3125. This is the self-help bill that you 
people have perfected, isn’t that correct ? 

r. Hearty. Yes, sir. 

Senator Humpurey. I didn’t understand that at this session, Mr. 

Chairman, we were going to go into this quite so detailed. But it is 
ood to get this explanation of it. I am not being critical at all, Mr. 
anions I just said that—— 

The Cuarrman. Well, this morning we have been “all over the lot.” 
Off the record. 

(Discussion off the record.) 

Senator Arken. Mr. Chairman, it is my understanding that the 
hearings these 2 days would be confined to the present support situa- 
tion, primarily, because there would not be time to go into the details 
of the self-help bill now. I understood a time would be set later on 
for a hearing on the self-help bill itself, which merits a hearing in its 
own name and on its own feet. 

Senator Humpnrey. That was my understanding. But I just want 
the record clear—I don’t want to sit through a hearing like this and 
have anything to indicate in this record that I atntitally do not sup- 
port the program of milk for our schoolchildren, milk for our Armed 
Forces, and of milk and milk producers and dairy products overseas. 
I am not one of these persons that think it is a curse to have some extra 
dairy products. I believe the consumer has been protected by the very 
fact of a little extra dairy products. And he should get protection, 
but not at the expense of the producer. 

The United States of America has enough responsibility in the 
world to have to undertake some of these programs of assistance and 
of economic aid in other areas of the world as well as our own country. 
A country that is as rich and fat as this one, can afford plenty of milk 
for our kids. And I am not worrying about whether or not it costs a 
little extra. I pay taxes, too, and I am for paying it. 

The CuarmMan. You may proceed, sir. 

Mr. Hearty. Yes, sir. Just before we leave that subject, which I 
had not intended—— 

The Cuarrman. Well, let’s leave it then and go on to something 
else. 

Mr. Hearty. Now, if we can turn to chart No. 2, which is in the pack- 
age that you have before you, we have compared milk production in 
1952 and in 1957. Now, we chose 1952 as a base year, because that is 
the last year that we sold all of the milk which we produced. 

Incidentally 

Senator Humpurey. What do you mean by that—you sold all the 
milk you produced ? 

Mr. Heaty. Well, there was no surplus—the Government did not 
have to take surplus. 

Senator Humpnurey. You mean you sold it in the free market ? 

Mr. Heatry. Yes,sir. And incidentally, it is the most recent time of 
high farm prices. You will note that we sold from farms 97.7 billion 
pounds of milk. In 1957 we sold from farms 113 billion pounds, or an 
increase of 15.3 billion pounds of milk. 














688 FARM PROGRAM 





Over in the second set of numbers there you will see that both in 
1952 and in 1957 dairy farmers received a total of $4.6 billion for this 
milk, 

Senator Humpnrey. Mr. Healy, what was the average parity ratio 
of 1950, 1951, and 1952? I know it takes at least 3 or 4 years to get 
a good milk cow, and I don’t want to have just a 1-year jump here. 

r. Hearty. Senator, I just don’t have it. I would be glad to put 
it in the record. 

Senator Humpurey. What is the parity ratio in 1950, 1951, 1952, 
1953—that is 4 years—up to 1953? Was it less or higher, lower or 
higher, than it is now ? 

Mr. Heraty. Oh, much higher. It was 89 percent in 1950, 97 percent 
in 1951, 102 percent in 1952, and 93 percent in 1953. 

Sennator Humpnurey. Did the prior prices stimulate production ? 

Mr. Hany. No, sir. They evidently did not stimulate production 
beyond what was needed for the market. 

Senator Humpurey. That is what I am getting at. 

Mr. Hearty. And when the price supports were dropped in 1954 we, 
of course, had increased production, which was brought about by, as 
you pointed out earlier, a personal necessity to meet fixed expenses. 

Senator Humrurey. There was also a situation that year which the 
record ought to note—that beef cattle were down, and you could 
not afford to cull your herds. 

Mr. Heaty. There are many things beyond price, price of milk, 
which affect production. 

The Cuatrman. Well, as Senator Thye put in the record on several 
occasions, this increase from 114 billion pounds to 126 billion has come 
about with many, many fewer cows than you had. 

Senator Tuyr. Mr. Chairman, that is exactly the point. The dairy 
farmer has been a good cooperator with the Federal Government. 
He has reduced his dairy cow population by 266,000. Yet you have 
had an increase in production. Why? The feed is so cheap that it 
has been more profitable to crowd the dairy cow beyond what would 
be a prudent feeding practices than to sell it for cash. When corn is 
54 percentof parity, you know very well it is going to go into the dairy 
cow rather than to go any where else. And that is what you are faced 
with here. The cheap feed is being fed to the dairy cow and bringing 
about an increased production even though the farmer's reduce the 
number of dairy cows on farms. 

Mr. Heaty. Yes, sir. 

Senator Tuy». That is why I am so utterly opposed to this pro- 
posed reduction that was announced last December the 18th, more 
than 90 days in advance of a time when the Executive order could go 
into effect that announcement, in effect, gave a signal to every processor 
and every man that might have an inventory to pass the inventory on 
to the Department of Agriculture, thereby increasing the amount 
held by the Department of Agriculture. The Secretary of Agriculture 
then could say “Here is the dairy producer—look at my inventory in 
the Commodity Credit. It is because the high incentives have in- 
eine ‘the production and we are taking it by so many millions of 
pounds.’ 

This argument at first glance is convincing. But when you analyze 
it and digest it, it becomes evident that it is not logical. The inventory 
that should be lying out here in the processors’ warehouses is now 
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going into the inventory of the Commodity Credit. The inventory of 
the Commodity Credit Corporation is increasing now in the early part 
of 1958, because the processors are trying to reduce theirs so as to be 
ahead of the April 1 deadline when the 25 cents a hundredweight 
reduction occurs, 

Now, I don’t want to be too critical, but I am telling you that it is all 
just commonsense when you analyze the question. You are right, Mr. 
Chairman, the dairy farmers have reduced the dairy cow population 
by 266,000 here in the past 2 years. The dairy farmer is trying to help 
himself, But he has got to have a little help from the Secretary on 
these support factors in the marketing year beginning April 1 or we 
are going to be harder faced with siete more difficult dairy prob- 
lems in the next calendar year than those we are faced with today. 

The Cuarrman. Senator Thye, possibly I should appoint you and 
Senator Young to go and convince Mr. Benson. 

Mr. Heaty. Now, what we are attempting to show here is that, it is 
absolutely necessary for dairy farmers to maintain their income at 
least where it is now. I think in answer to what Senator Thye has 
said here, we should say that dairy farmers have become considerably 
more efficient on their farms in the production of milk. . They can 
produce milk cheaper. They can produce better milk. And they are 
continuously doing it. But so far this surplus which they have been 
forced to produce by lower prices has forced all of these economies off 
the farm and forced them to be passed along to consumers, so they 
have meant nothing to farmers. 


Senator Humpurey. Would you mind putting into the record what 


the prose are of some of the large processing companies of dairy 
products? I think that when we find out what the profits are of some 


companies like Bordens, Kraft, and a few others, compared to what 


they have been on the dairy farm, you will see that they are rather 
substantial. 


Mr. Heaty. Yes, sir; we can provide that for the record. 
(The information is as follows :) 


NATIONAL MILK PropucEers FEDERATION, 


Washington, D. C., March 5, 1958. 
Hon. ALLEN J. ELLENDER, 


Senate Office Building, Washington, D.C. 


Dear SENATOR ELLENDER: In accordance with the request made by Senator 
Humphrey during the hearings held on February 25, 1958, we are submitting 
the following table showing net income after taxes for the National Dairy Prod- 
ucts Corp. and the Borden Co. for the years 1951-56: 








National Dairy)/The Borden Co, 
Products Corp. 

JOGE isin ob bed dd deh wid bmn bbied Shed tb ~ Sieh db bk <a dds dn eh Eh deh ah $26, 518, 000 $18, 080, 371 
Bile qresierys Sddcepeepehds applidanytseei-aneen qehl bes Japubt anaes betaine 27, 799, 000 17, 667, 137 
EOE ahinree~ a0 ooae ~ dein tied aia aaa 6 atmmaean emanate ated ees 30, 837, 000 , 264, 156 
ODDS bats cies 225) a at PE SSA Os SBE 37, 393, 000 22, 724, 336 
S068 3. cad. sound 245 ~ sencsbine «dp 2 35sheR - ae is eh Bhai slalax | 40, 347, 000 21, 653, 536 
Tiara: suillnnincnin <<gmataaesinitiety cittiemenieedl aneamn ional Eames teetiniide tinea ae Raia teal 41, 717, 000 


This information appears in the annual reports published by these concerns. 
Sincerely, 


Patrick B. HEALY, Assistant Secretary. 
Senator Humpurey. This is the only industry I know of that 


doesn’t have to carry a real inventory. The Government does that. 
22062—58—pt. 4 —-8 
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Mr. Hearty. Now, in chart No. 3 we are attempting to outline for 
you here just what this cost-price squeeze that farmers are faced with 
amounts to. And if you will look, you will notice that the two cost 
items which have been reduced in the production of milk are seed and 
livestock, and feed, both of which are produced on the farm. All 
other items—taxes, labor, machinery, supplies, building, lime ferti- 
lizer, are produced off the farm and cost more money than they used 
to. 

Now, the whole brunt of that thing, the whole point that is being 
made there is that so long as the dairy farmer or any other farmer 
stays within the farm economy, he can exist, he can get along. Be- 
cause when he is trading a can of milk for a bale of hay with his 
neighbor across the fence, they are on an equal basis. But as soon as 
he goes out of his own farm economy and attempts to trade this can 
of milk for a tractor or gasoline, that is when he is first hurt. And of 
course with today’s mechanized farming operations, it is necessary for 
him to go out of his economy more than he is able to trade within it. 
And that is really what is hurting him now. That is the cost-price 
squeeze. 

Senator Humerurey. Is that why those two or three thousand farm- 
ers ap. in New Jersey and Pedsnaslvadiie decided to join the teamsters 
union ? 

Mr. Heaty. It may well be. 

Senator Humpurey. I think I read something like that. Didn’t I 
read something like that? Did you see that, Mr. Healy ? 

Mr. Heaty. No, sir; I did not. 

Senator Humpurer. Well, I am sure it happened. 

(The article referred to is as follows :) 


{From the New York Times, February 8, 1958] 


3,500 DaIRYMEN JOIN TEAMSTERS—F'ARMERS IN THREE STATES SEEK BETTER 
BARGAINING RoLtE—Most Serve New YorkK 


By William G. Weart 


PHILADELPHIA, February 7.—Thirty-five hundred dairy farmers in the tristate 
area near Port Jervis, N. Y., joined today the 1,400,000-member International 
Brotherhood of Teamsters. 

The move was designed to give the dairymen, most of whom ship their product 
into the New York metropolitan area, a stronger bargaining position in dealing 
with milk companies. 

John B. Backus, head of the Teamsters Joint Council 53, issued a local union 
charter to representatives of the group at a meeting in the council’s headquarters 
here. It was accepted by the officers of the new affiliate of the truck union, 
Milk Producers Local 69. 

Charles Cartwright, executive director of the guild and also of the new team- 
ster local, described the setup as an amalgamation rather than a merger. 

Mr. Cartwright said the dairy farmers wanted weighing and butterfat testing 
of milk done by an independent agency. This now is done by the milk companies, 
and some of the producers contend favoritism influences the tests, he explained. 

In addition, Mr. Cartwright said, the dairymen want a single price for their 
product instead of a lower price for milk used for making cheese and other 
dairy products than is paid for milk bottled for drinking. 


Mr. Heaty. Now, as another example of what dairy farmers are 
faced with, the Department of Agriculture has made a continuing 
study of hourly returns from dairying. Now, we didn’t pick out 
these three places that we have listed here—Central Northeast, eastern 
Wisconsin, and western Wisconsin—because that made our point more 
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graphically for us. We picked them because they are the only three 
the Department studied. 

We can see that dairy farmer wages in the Northeast amount to 70 
cents an hour; in eastern Wisconsin, to 43 cents an hour; in western 
Wisconsin, 52 cents an hour, 

Now, the point to be made there, of course, is that it is well below 
the dollar-an-hour minimum that is guaranteed labor that works any- 
place else in this country. And, of course, their hourly return comes 
from the amount of money they can sell their milk for. 

Senator Youna. Does this labor include the work of the wife and 
the children ? 

Mr. Heaty. Yes, sir. It is family farm labor that is involved there. 

Now, the lowering of prices which has been brought about from 
1953 to 1954 and which is contemplated here again on the Ist of April 
certainly has not solved this demand-production dilemma. 

First of all, in chart No. 5 we show that per capita consumption of 
milk, the way we measure how much is disappearing on the market, has 
remained relatively stable. But that marketing of milk, sales of 
milk off farms, has had to continue to increase to meet the financial 
needs of farmers. 

The needs that farmers have of maintaining their current incomes, 
or at least an income in relation to what they Late to buy. 

One other thing. In chart No. 6 here we have shown the support 
price—what I would like to do first is discuss chart No. 7. 

Senator Humpnurey. May I go back to that wage chart? You are 
not trying to indicate there that the Northeast 70 cents an hour is an 
adequate wage? 

r. Heaty. Nosir, absolutely not. 

Senator Humrpnrey. I just wanted to make this clear. I mean the 
comparison with the Wisconsin—even though there is a differential, 
both of these are substandard. 

Mr. Hearty. Certainly, both at least are below the dollar minimum 
guaranteed to laborers in every other field. 

Senator Humenrey. And the investment involved is rather high 
these days, isn’t it? 

Mr. Heaty. Very high. 

The CHarrman. Is that wage differential you are talking about 
now, does it take into consideration overtime? Is it straight § hours 
or what? 

Mr. Heaty. I don’t know, Senator. 

The CHartrman. Because if you include that, the wage would be 
much less. Farmers don’t work just 8 hours a day. 

Senator Arken. I think those figures indicated that the average 
dairyman worked about 3,800 hours. 

Mr. Heary. These are a Department study. 

Senator Arxen. Yes, I think it is 3,800 hours. 

Senator Humpurey. Straight time. 

The CHarrman. And not overtime. 

Senator Arken. These wealthy wheatgrowers only had to put in 
about 2,600 hours. 

Senator Youne. You mean a straight wheat farmer. You don’t 


have many of those. Most farmers raise wheat and cattle and hogs, 
and so on. 
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The Cuarrman. All right, proceed. 

Senator Arken. There is about six or eight hundred hours more 
‘they have to put in in dairying than they do in most other forms of 
agriculture. I was just kidding. 

Senator Youne. I have been in the dairy business. You work Sun- 
days andall. There is no day off. 

nator Arken. That is right. It is a 7-day week. 

Mr. Heary. In chart No. 7 we have listed three graphs here. The 
first, the bottom straight line graph, shows the support level since 
1954. The second line shows the price of Seneoeneas milk on the 
market. And you will notice that it does vary seasonally, but pretty 
closely follows the support level. 

The third line on the chart is the fluid milk basic formula price 
which you will notice follows the manufacturing milk price exactly. 

Now, what we show by this is that all milk that is produced in this 
country is affected by the support snes If the support price goes 
up, the price of every pound of milk sold goes up. If the support 
price goes down, it all goes down. And that. is important. 

Chart No. 6—we have shown the support price here, and in its 
relation to the price of fluid milk on the street, bottled milk on the 
street. And in 1954, with milk prices at $3.74 per hundredweight on 
the farm, basic milk prices, bottled milk prices were 2214 cents per 
quart on the street. Here in 1957, now, with support level at $3.25, 
bottled milk prices on the street are 24.6 cents. This means that in 
any discussion of these demand responses to farm price changes, farm 
prices have very little to do with the price of milk as it reaches the 
consumer. So that we should not say “Let’s don’t raise dairy farm 
prices because people will stop buying more milk.” But what we 
should say is that it makes little difference where farm prices are, 
that consumer prices of food are going up. 

Senator Youne. Could I ask a question at this point? 

How much does it cost to deliver an empty milk bottle on the con- 
sumer’s doorstep in a city like Washington or Chicago, with no milk 
in it? 

Mr. Heaty. I don’t have that. 

Senator Youne. I recently saw the figures on Chicago and it was 
amazing. 

The ae a: Well, at one time I saw some figures which in- 
dicated that the cost of delivering the milk to the consumer was al- 
most as much as what the farmer got a quart. 

Mr. Heary. That is right. It is much more, as a matter of fact. 

Senator Humpnrey. I think a word has to be said in defense of 
the people that do this delivery, though. I know some of our people 
at home that have expanded their milk operations—I mean private 
creameries, Franklin Doommetnee Creamery, the Ewald Bros. Cream- 
ery, and others. The cost of equipment is terrific, and the cost of 
brick and mortar, the cost of taxes, the cost of interest on their loans 
for building, the cost of the equipment for delivery, the cost of wages 
are all up. 

I wouldn’t want to leave in the record the implication that the 
average milk delivery company is really getting an exorbitant profit, 
because I know some of chest people are barely able to make it. go. 


Competition in delivery is rather a heavy competition. 
Mr. Hearty. That is correct. 
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The Cuatrrman. That may be our trouble. 

Senator Humpnrey. Well, it could be. But when you have 80 per- 
cent of your people, or better than that, living in large metropolitan 
areas, it is just not easy to get up like it used to be in the small town 
and go get a bottle of milk. We live in a suburban area and the 
closest store is 2 miles away. And you can’t always afford to buy an- 
other $3,500 car just to go and pick up Post Toasties. 

The Cuatrman. And a little snow storm will stop delivery too. 

Mr. Heaty. In that regard, there is one point I would like to make. 
Sure, dairy farmers have absolutely no objection to processors paying 
their bills and making a reasonable profit on the handling of milk. 
But dairy farmers have about 20 times as much money invested in the 
milk business as do the processors, in their farms, herds, and equip- 
ment. They have got about 20 times as much money invested. And 
they, too, are entitled to a reasonable return from their efforts. 

Senator Humpnrey. I want to agree with that. I notice there has 
been an effort made to pit one group against another in this country. 
Any time anybody gets to talking about what happened to dairy 
farmers, somebody says “look at those laboring people.” Well, L 
want to tell you there are not many of them listed in Dun & Brad- 
street. And those laboring people have the hungry mouths that drink 
the milk. And when they have enough money they buy the milk. 
And when they don’t, they don’t buy it. They are not the ones crowd- 
mg the beaches in Bermuda. 

Mr. Hearty. Now we come to the real reason we are here today, 
and that is in support of the bills which have been introduced by 
Senator Humphrey and his cosponsors and Senator Thye and his co- 
sponsors and Senator Carlson. 

They do two things. No. 1, they attempt, in the first part of the 
bills, to define in law the complete method for calculating parity for 
milk. Now, that we feel is necessary because as of now the Congress 
in the 1949 Agriculture Act has told how you shall compute parity 
for all conuinedition except for milk. They have told how you shall 
compute or almost compute parity for milk. They take you down 
through two-thirds of the procedure for arriving at parity for manu- 
facturing milk, and then leave it up to the Secretary of Agiculture’s 
discretion how he shall proceed from there on. 

So what we think should be done is to have written into the law 
the complete method for computing parity for milk. Then, no matter 
what parity level is established by Congress—for instance, now we 
say between 75 and 90 percent of parity for milk—we know exactly 
what the limits are to which the deotehay can go in supporting the 
price of milk on farms. 

Right now he doesn’t have to come up to the Congress and ask for 
a 60-percent parity level for milk. He can, through his administra- 
tive discretion that he is allowed under the dnicy Taw choose a new 
base period for parity, or choose no base period for parity, and sa 
that the normal relationship between manufacturing milk and all 
milk should be 50 percent. And it is possible, under the law, for him 
to set milk prices at any level that he chooses. And it will continue 
to be possible for him to do so until the Congress defines completely 
the formula for computing parity for manufacturing milk. 

That is the first provision in the law. 
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The second provision in these bills relates to milk prices during the 
coming year. 

They ask that milk prices be set at $3.50—that is price-support 
levels for manufacturing milk be set at $3.50-——— 

The Cuarmman. That is even higher than we did last year. 

Mr. Heary. That is higher than it is now. We hope that we have 
made a case here, that in this rising national economy, and the rising 
costs for dairy farmers to do business, that he has got to move a little 
bit ahead in his price each year in order to stay equal with the rest 
of the economy. If he continues to receive the same price for his milk 
next year as he received this year, then he loses ground. 

He has been living out of his depreciation since 1954 and that is 
about at an end. He has got to get more money in order to hold his 
own. 

We also have seen the joint resolutions which were introduced by 
Senator Humphrey and Senator Symington and Senator Aiken. And 
if in the judgment of this committee you do not see fit to report these 
first bills, the bills that we consider to be most important, certainly 
we would support the joint resolutions. 

Senator, that concludes my testimony, and I appreciate the indul- 
gence of the committee in listening to me. 

The Cuatrman. All right. 
Mr. McLarty. Will you identify yourself for the record ? 





























STATEMENTS OF HON. MARVIN L. McLAIN, ASSISTANT SECRETARY 
OF AGRICULTURE; MARTIN SORKIN, ASSISTANT TO THE SECRE- 
TARY; AND DON S. ANDERSON, DIRECTOR, LIVESTOCK AND 
DAIRY DIVISION, COMMODITY STABILIZATION SERVICE, UNITED 
STATES DEPARTMENT OF AGRICULTURE 


Mr. McLarn. Yes sir. Marvin McLain, Assistant Secretary of 
Agriculture. 

I have a brief prepared statement here, Senator Ellender, that I 
would like to read and get in the record. Then I would be glad to 
answer questions. 

The CHarrmMan. You don’t mind being interrupted as we go along? 

Mr. McLarn. No sir. The Agricultural Act of 1949, as amended, 
requires the Secretary of Agriculture to support prices to producers 
for milk and butterfat at such level between 75 and 90 percent of 
parity as will assure an adequate supply. The act specifies that such 
support shall be provided by loans,on, or purchases of, milk and its 
products. 

During the last 2 years, the prices to producers have been supported 
at $3.25 a hundredweight for manufacturing milk and 58.6 cents a 
pound for butterfat in farm-separated cream. On December 18, 1957, 
it was announced that the support level would be reduced to 75 percent 
on April 1, 1958. The new dollars-and-cents support prices, yet to be 
determined and announced, will be approximately 22 cents a hundred- 
weight of milk and about 2.6 cents a pound of butterfat below the 
present support prices. We expect that, at this level of support, there 
will be produced such quantities of milk as will assure an adequate 
supply, and we expect to buy substantial quantities of dairy products 
during the 1958-59 marketing year. 
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The CuarrmMan. Well, you heard all of the testimony presented to 
us. Wouldn’t these lower prices cause more milk to be produced ? 

Mr. McLarn. There are several factors that, in our judgment, will 
cause more milk to be produced. The big factors I think, Senator 
Ellender, will be the supplies of feed grains, level of feed prices, and 
both concentrate and hay prices. These factors of course always 
determine—— 

The CuHarrman. Well, what about the price factor? What effect 
will that have? 

Mr. McLarn. The number of cows of course has been going down, 
as you well know. They have been going down for several years. 
The production per cow has been going up, which of course is what 
ought to happen when we get Smeal technology. Therefore, total 
supply has been going up, even though the number of cows has been 
going down. 

Total United States milk production has continued to increase in 
recent years. The number of milk cows has declined, but this has 
been more than offset by a steadily rising production per cow. Dairy- 
men fed their cows grain and concentrates at an all-time high rate 
in 1957, and milk production totaled 127 billion pounds, or 1 per- 
cent above 1956. 

Supplies of both feed grains and hay per animal unit are by far 
the largest of record. January 1 stocks of feed grains were 14 per- 
cent and stocks of hay were 18 percent larger than a year ago. Prices 
of both feed concentrates and hay are well below a year ago. 

With the lower feed costs the dairy product-feed price ratios are 
substantially above average, which reflects a favorable feed cost situ- 
ation for dairying. For example, in mid-January the milk-feed price 
ratio—that is, the pounds of concentrate rations equal in value to 1 
pound whole milk—was 1.51 compared with the 1946-55 (120 months) 
average of 1.26. This ratio in January was exceeded only in 1927 
and 1945. 

The CHarrman. Well, is it your judgment that because of the 
lower price of feed that the milk producer is going to make as much 
money as he made last year ? 

Mr. McLarn. I think in many areas they will make more, Senator 
Ellender. 

The Cuatmrman. That will be in the Northeast? 

Mr. McLarn., It will be in a lot of areas. 

The Cuamman. What about Minnesota and Wisconsin and Mon- 
tana? 

Mr. McLarn. Senator Humphrey is here and Senator Thye. 

The Cuatmman. I know, but I am asking you. 

Mr. McLatn. Well, they are experts in their own States and I would 
rather they would answer. 

The Cuarrman. You know it will be lower, don’t you? 

Mr. McLatrn. The net income of farmers, of course, does not neces- 
sarily need to be lower because the support rate is down, if feed costs 
are down. 

The CHarman. You have that same idea that we discussed some 
time ago about volume times price would bring in more. 

Mr. McLatn. No. Many dairymen, of course, buy their feed. They 
don’t all buy it. In Minnesota and Wisconsin, of course, they raise 
a good share of the feed as they do in my native State, Iowa. But 
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to those who do buy their feed, of course, the price of feed is their 
principal factor in their cost of production, as we well understand. 
That is a major factor in their profit margins. 

Now, it is true that where the dairy farmer, in Iowa, Minnesota, and 
Wisconsin—where it comes right off the farm through the dairy herd, 
if the price of the feed is lower, this is part of what the farmer faces, of 
course. If he puts it into dairy cows and the end product comes out 
lower, he could end up with less income in some cases. The butterfat- 
feed price ratio—that is, the pounds of concentrate rations equal to 1 
pound butterfat in cream—in mid-January was equal to 25 compared 
with the 10-year (1946-55) average of 22.3. 

Consumption of milk and its products, as a group has increased in 
recent years, but only at about the same rate as production. The gap 
between total production and total consumption in commercial outlets 
has not closed. In fact, the increase in price-support purchases indi- 
cates that the gap has widened a little in the current marketing year. 

During the current season dairy production has outrun the market 
demand at the supported price levels. Thus far during this season the 
Department in our dairy price support and stabilization operations 
has purchased approximately 152 million pounds of butter, 210 mil- 
lion pounds of cheese, and 659 million pounds of nonfat dry milk. In 
other words, since April 1, the Department has bought about 18 per- 
cent more butter, 25 percent more cheese, and 5 percent more nonfat 
dry milk than during the corresponding period in the 1956-57 mar- 
keting year. 

Senator Ture. Mr. Chairman, if Mr. McLain would yield to a ques- 
tion at that point—— 

Could you place in the record what months in the year this increase 
of 18 percent more butter and 25 percent more cheese and 5 percent 
more nonfat dry milk was purchased or acquired by the Commodity 
Credit? 

Mr. McLarn. I think Mr. Anderson here has it. 

Mr. Anprerson. Senator, it was from April 1, 1957, through the 5th 
of February 1958. 

Mr. McLatn. His question was, what months it started to pick up. 

Senator Ture. I was trying to get it by months when you had the 
heaviest purchases. 

Mr. Anverson. Of course, the heaviest purchases always come in 
the spring. 

Senator Tuyn. That is when your heavy flow comes, because of pas- 
ture conditions and so forth. 

Mr. Anverson. That is right. 

Senator Toye. Well, what did it show there? 

Mr. Anperson. This is butter. In April the butter was approxi- 
mately the same. By June it was up over 1 million pounds. In July 
it jumped from 22 million to almost 28 million. 

Senator Ture. Above the previous? 

Mr. Anperson. Yes, sir. 

Senator Turse. Then you drew off in August, September, and Octo- 
ber, did you not ? 

Mr. Anverson. No. In October, November, and December were the 
big increases over last year. It just happened a year ago—— 

nator Ture. What was it in December? 
Mr. Anperson. Well, it is almost 10 times as high. 
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Senator Tuyxr. In December? 

Mr. Anpverson. In December; yes, sir. 

Senator Tuyr. Well, that was my contention. The 18th of De- 
cember the flag went up that there was going’ to be 25 cents a hun- 
dredweight reduction in milk price supports beginning April 1: 

Mr. Anperson. In November it jumped from zero last year to 7 
million this year. 

Senator Ture. I had the same rumor, in November, that this was 
coming. 

Tin Pinennea What was it before the flag went up, compared 
to last year? 

Mr. McLarty. He gave you the months here, by month. 

Mr. Anperson. October was high. 

The Cuarrman. All right; how much higher was October than the 
previous October ? 

Mr. Anverson. Well, in October 1956 we purchased very little— 
126,000 pounds. In October 1957, 4,127,000 pounds. 

Senator Youne. How about January ? 

The Cuarrman. So that the announcement was not made, unless it 
leaked out somewheres. 

Senator Tuye. I had the information that there was going to be 
a change sometime before. I had a rumor sometime before em- 
ber 18. 

The CHatrman. Why should it have increased that much? Can 
you tell us? 

Mr. Anverson. Well, last year, we had, for some reason, very, very 
small purchases in the fall. 

The larger increase was in cheese, rather than butter. 

Senator Tyr. Well, with respect to any inventory, a man would 
be a chump, speaking frankly, if he kept any inventory on hand at 
any time knowing that there was a proposed reduction in the sup- 
ports of 25 cents a hundredweight. 

Senator Young. Could we have the figures for January? That is, 
this January ? 

Mr. Anperson. Last year butter was 12 million. This year it was 
18 million. Percentagewise, the increase was very, very large in the 
fall of 1957, beginning with October. 

The CuatrmMan. Well, would you say there was a decided increase 
since December 18, when that announcement was made, over previous 

ears ? 
A Mr. Anperson. I think you have to distinguish between butter or 
cheese. On cheese, no. The cheese people apparently anticipated 
this very, very early and started dumping cheese on us almost 10 or 
11 months ago, for some reason or other. Now, the butter people, 
Senator Thye, are organized much differently, and they waited. 

Now, on powder, powder is in between. 

Senator Tuye. Your frankness is appreciated. 

Senator Humrurey. But you woula admit, Mr. Anderson, when a 
price support reduction is announced, that any man that is worthy 
of being called a businessman that ever hopes to stay in business 
would be quickly liquidating his inventory, wouldn’t you? 

Mr. ANnperson. We are going to get them, the inventories, sir— 
we got them before, and we will get them this time. 
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Senator Humpurey. And this early announcement of the change 
of price-support levels just cleans out the private warehouses and 
puts it in the Government warehouses. It happened before and it 
will happen again when you do this. 

Mr. Rondanmel: One of the amazing things, a few years ago when 
we had the big drop, was why so many of them waited until almost 
the last day. 

Senator Humpurey. They thought you were going to change it. 
I had them coming down and I told them we would keep the fight up, 
but you fellows outlasted us. 

The CuHatrman. Will you put in the record the figures for both 
the butter and cheese by month? 

Mr. Anperson. For 1956 and 1957? 

The Cuatrman. Right. 

(The information is as follows :) 


Commodity Credit Corporation monthly purchases of butter to support prices to 
producers for milk and butterfat, 1956, 1957, and January 1958 


Month 1956 1957 1958 Month 1956 1957 1958 
Wen ce) ozs. 16, 538 12, 437 18, 266 |} August_____.....-- 6, 746 Gan 1522s... 
February .__._...-- 13, 279 RF ear ae September-_-_--._-. 679 4 ae 
| erealitagnats aes 19, 756 Rak, ici acerti SIN caine nt aoe 126 GME Useusee tend 
SORE SET EEN 19, 502 BOT to. cn k awe November. : | OO Bosdentencde 
DOD x. cc Rakescdunes 29,445 | 20,908 j2......-.. December. 3% 393 OO} .. ciztsse 
SE ncn een 35, 495 OG, 100 125.2. fous a 
Pe i3 22, 752 SD Niccksenns sede 164,711 | 173,489 j|_._...--.- 


Source: February 1958, Livestock and Dairy Division, CSS, USDA, 


Commodity Credit Corporation monthly purchases of Cheddar cheese to support 
prices to producers for milk and buterfat, 1956, 1957, and January 1598 























Month 1956 | 1957 1958 | Month 1956 | 1957 1958 
January... .......- 3 sn0 | 18, 021 15,408 || August...........- 19,959 | 28,129 |_.......-- 
February..._.-_-.- irwe | 13800 |. .2e September___.-__-- 14,325 | 20,507 |_-.-..-_.- 
March. ___-_.____ m7e8-| «16,488 |..20. 2c, | October_.......-..- 16,206 | 18,254 |__.-_____- 
April... _...--| 12,092 | 18,412 | November__._..--- 15,222 | 12,528 |_--.-..._. 

aye 19,425 | 26,275 |_--_-__-_-- December ___...--- 14,658 | 12,837 |.......... 
PN a itmntiatereist os 19, 505 BIRR H monn gncmniens pared Sa 
ao... | 0.06) 822)... Total...-..-- 187,905 | 241,486 |__....._.- 











Source: February 1958 Livestock and Dairy Division, CSS, USDA. 


Senator Humpurey. You are going to do right good now that you 

get all this inventory in, if we keep that price up—pass this resolution 

ere and don’t let you you reduce it. Wecould make the Government 
some money, Mr. Chairman, if we could—— 

The Cuarrman. I am for that. 

Senator Humpnrey. If we could put through this resolution—— 

a McLarn. Are you sure this would be the short run or the long 
run 

Senator Humpurey. Well, I think we ought to do it in both. 

The Cuatrman. Proceed, sir. 

Mr. Mr. McLaxn. It is estimated that by March 31, the total pur- 
chases in the current 1957-58 marketing year will have been equivalent 
to nearly , percent of total milk production, compared with 4 percent 
in 1956-57. 
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The Department has made vigorous efforts to find and develop sales 
outlets for dairy products acquired under the price-support program. 
The products acquired under the price-support operations have been 
offered for sale at reduced prices for restricted uses that would not 
interfere with the support program. They have been offered for 
sale for commercial export at competitive prices, both for dollars and 
foreign currency. These: outlets, howéver, have taken only a very 
small percentage of CCC’s supplies. It has been possible to reduce 
CCC’s inventory only by large donations and sales at nominal prices 
for noncommercial uses. These have included (a) transfers to the 
military agencies and veterans hospitals for their increased use; (0d) 
donations for domestic school lunch and welfare uses; (¢) donations 
and sales at nominal prices for foreign school lunqh and welfare uses; 
and (d@) transfers to ICA for famine relief in foreign countries under 
title II of Public Law 480. 

The Cuamman. Now, will you give us some of the outlets of the 
sale of these products at nominal prices, such as dry milk, I presume, 
for hog feeding. 

Mr. McLarn. Mr. Anderson could answer that very well here. 

The Cuarman. I wish you would give us a little hght on that. 

Mr. Anperson. Most of those have been nonfat dry milk sold to 
other governments, where the other government has agreed, as Japan 
did, to have a school lunch program which the Government of Japan 
said they could not have except for being able to buy -—— 

The Cuamman. That is under Public Law 480. 

Mr. Anperson. No, sir; those are sales for dollars. 

The CHarrmMan. What did this dry milk cost us? 

Mr. Anpverson. 16 cents a pound. 

The Cuarrman. How much did you get for it? 

Mr. Anperson. Around 4 cents a pound. 

The Cuarrman. Did you pay freight on it, too? Is that f. o. b. 
Japan? 

Mr. Anverson. That is f. a. s. American port of export. 

The Cuamman. Well, now, how about sales 

Mr. Anperson. On the donations we paid repackaging costs. 

The Cuarrman. The next time we will have to cook it for them, 
but that is out of the picture now. 

Have you had any sales made to users in the United States at this 
low price? If so, to whom? 

Mr. Anperson. Well, at the low price, back in, I think it was, 
1954 

The Cuarmman. No; we are talking about now, currently, this last 
year. 
~ Mr. Anverson. Westill sell a small amount domestically for animal 
feed use. I think the price is 1114 cents a pound. 

The Cuatrman. Well, that is not so bad. I thought it was worse 
than that. How much of it do you sell at that price? 

Mr. Anverson. Well, it is a relatively small quantity. 

The Crarman. I thought it would ie 

Well, most of your sales, then, at nominal prices for noncommercial 
users are sales abroad. 

Mr. Anvrrson. Oh, yes. 
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Senator Humpurey. Would it be possible, Mr. McLain to get a 
listing of the requests which have been made by countries for title I 
sales under Public Law 480 of butterfat products, of dairy products? 
I do not mean only those that you have completed; I mean a list of 
the requests that have been made that have not as yet been honored. 

Mr. McLarn. We would be glad to do that. 

Mr. Humpurey. I do not know how many there might be. But I 
know last year there were some when we had this delay in the comple- 
tion of the action on Public Law 480. I have the impression there 
were some opportunities to sell, even though it was for soft currencies, 
native currencies, some of our dairy products under title I. 

You are talking primarily of title IIT here, which are the donations. 
You can always argue as to how much good those do. I think they do 
a great deal of good. 

The Cuatrman. Well, we are developing abroad, as has been pre- 
sented to the committee here on several occasions, the use of milk in 
Japan, for instance. Of course, the milk that is now being used in 
Japan is practically being donated to it. That is, it is only 4 cents a 
pound for dried milk. 

I am just wondering what is going to happen when the time comes 
when milk should be sold to them at at least what it costs us here. 

Mr. McLarty. Well, we would like to develop their appetite, and if 
you get an appetite for something, you can often find ways to get the 
product. This is what we can do, of course, with this program. 

Senator Humpurey. You justified some of this under market de- 
velopment. 

Mr. McLarn. Yes. 

Mr. Anperson. May we be sure we get what the Senator wants from 
us. 
Senator Humrnrey. It is the requests which are pending which 
have not as yet been acted upon. And if that is a matter of confiden- 
tial information which you do not want to divulge, I would appreciate 
it if you would just give it to the chairman, so we can take a look at it. 

Mr. Sorxin. Are you talking about pending now, or during the 
period when we ran out of funds? 

Senator Humpnrey. Anything pending now—whether it is accumu- 
lated from the past or coming in. 

The Cuarrman. I do not see why that should be secret. 

Senator Humpurey. I do not think it should. But the last time we 
had some discussions about the requests and whether or not they 
ought to be made public. 

The requested information follows) : 


Pounds 
Riomrme: Gry Mie eb sis Slee eee lla hl. wimnas 3, 000, 000 
OCCUR A ecandpep hh tie bthig Sa Bi dls ti nlbldidienbwebeendauks 1, 300, 000 
Daisy ADO6  GiOtiG ed ) gn sein inns ind trie we tenp anette he Banning Sreindipinns 1, 992, 000 


The Cuatrman. Proceed, 

Mr. McLaxn. In order to facilitate and increase the uses of dairy 
products in some of these outlets, CCC has had to incur substantial 
costs of reprocessing, repackaging, and transporting the products, 

Only by continuing these large donations and other dispositions, 
from which CCC has recovered little or none of its costs, has it been 
possible to get the CCC stocks down from the huge quantities in 1954 
to more manageable figures. CCC’s uncommitted inventories on Jan- 
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uary 29 were 40 million pounds of butter, 18 million pounds of nonfat 
dry milk, and 154 million pounds of cheese. 

The price-support purchases of dairy products are: supplemented 
by two programs to increase the consumption of fluid milk under the 
authority contained in the amendments to the Agricultural Act of 
1949. 

Under the price-support authority $75 million of Commodity Credit 
Corporation funds are authorized for use “to increase the consumption 
of fluid milk by children in (1) nonprofit schools in high-school grade 
and under; and in (2) nonprofit nursery schools, child-care centers, 
settlement houses, summer camps, and similar nonprofit institutions 
devoted to the care and training of children.” 

The Crarrman. Mr. McLain, for the record will you state for the 
committee which is more profitable for the farmer—to dispose of milk 
for cheese production or butter production ? 

Mr. McLarty. Well, again we have got some good dairy Senators 
here. My experience has been that I would rate the butter outlet above 
cheese. 

The Cuamrman. Well, we have so much cheese on hand—I am just 
wondering. Of course, I was told last year that some of the farmers 
found it more profitable to sell it for cheese than butter, and they just 
watched that, and in fact that they had Uncle Sam to buy the output— 
they went the most profitable way. Of course, I am not blaming them 
for it. 

I am just wondering if you could not issue rules and regulations to 
govern that, so you would not have such a huge amount of cheese on 
hand in contrast, let us say, to butter or other dairy products. 

Mr. McLarty. Well, I think one of the factors in this, Senator El- 
lender, that we must recognize is that we are able to dispose of butter 
a little more easily than cheese. That is one factor, 

Another factor you have to recognize, in Minnesota and Wisconsin 
particularly, is that they have cheese factories that have grown right 
up with the community, and farmers have taken their milk to these 
cheese factories. They are part of the whole economy in the com- 
munity. And they just want to keep on producing cheese. That is 
part of the pattern. 

Now, are you suggesting that we put a differential in our price- 
support operations that would discourage cheese manufacturing ? 

The Coarrman. Well, I am not exactly saying that, But I further 
understand that in many of the States there was growth during the 
war and there are a lot of these processing plants that want to be kept 
busy manufacturing cheese and butter, irrespective of the cost to us. 

Mr. McLarn. Well, the trend, I think, has been the other way. That 
is, in many counties in northeast Iowa and part of Senator Humphrey’s 
area and Senator Thye’s area the number of plants they have had in 
operation has decreased tremendously. They have had too many for 
the efficient operation of the thing and just could not make it. 

The Cuatrman. Well, those grew up during the war. 

Senator Humrnrey. [It was mainly the powdered milk during the 
war. These little cheese plants that we discussed yesterday just grew 
up with our farm communities. 

The Cuarrman. It may be the growth of the milk plants that I con- 
fused with cheese and butter plants. 
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Mr. McLarn. Lots of times these were just auxiliary to the other 

lants. 
, Senator Ture. At the outset of the war, there was not much refrig- 
eration practiced on the European Continent or in Great. Britain. 
Therefore there was a request on the part of the War Department to 
the Department of Agriculture to encourage cheese production, be- 
cause cheese could be sent abroad and could be a part of the soldiers’ 
food ration which did not require refrigeration, either in the ship or 
on land once over there. 

Therefore, many and many a community converted from butter 
production and other dairy processing to the production of cheese, in 
order to meet that need. Many a community got into the cheese busi- 
ness that had not been in it before because the War Department and 
the various nations asked for it during those war years. 

When I was Deputy Commissioner of the Department of Agricul- 
ture, dairy and food in Minnesota, we held meetings all over that area, 
asking the producers to get into the cheese business, because there was 
a need for protein food in the soldiers’ ration and in the rations of the 
British and French people. That was one way of getting it there 
immediately without refrigeration. 

Mr. Anverson. I think we might just say in this connection that 
even bigger increases were in the nonfat part of it. There is where 
the big war expansion was. And I think it is well to remember that, 
because some of the criticism we get of the price-support program is 
that. we are maintaining that production of nonfat. And I think we 
are. But that, too, was a war program. The Army asked for it. The 
relief program after the war asked for it. And there was a source of 
food on the farm that it was possible to get by changing from farm- 
separated cream to whole milk. And once you change them, you do 
not get them changed back very readily. 

Senator Tuyr. That is right. The pipelines were full of every- 
thing, and therefore the question was, how are you going to get back 
to normal conditions. 

This is a part of the transition from a war economy to a peacetime 
economy. We dumped ammunition in the Pacific to get rid of it, and 
we did a lot of things. But so far as agriculture is concerned, all the 
farmers have been criticized for having been so able to produce. 

The CuarrmMan. Proceed, Mr. McLain. 

Mr. McLarn. In the special milk program for children, the con- 
sumption of milk by children in schools, child-care, and other eligible 
institutions has been greatly increased. CCC financed part of the 
cost of 1,750 million half pints of milk in the fiscal year ending June 
30, 1957. 

In the other program, CCC has been paying about half of the cost 
of milk purchased by military agencies and veterans hospitals, over 
and above their normal purchases. This program also is carried out. 
under the legislative authority to buy milk and dairy products for 
price support and to make them availahla to those agencies for their 
increased use: During the 1957 fiscal year, $16.4 million of CCC 
funds were used for this purpose. As a result of this program, the 
Fat tion of milk by military personnel has been more than 

oubled. 

In view of the outstanding contribution to the nutrition of young: 
sters and expansion of markets for fluid milk, we are recommending 
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extension of the special school milk program to ‘increase fluid-milk 
consumption by children in schools, summer camps, and in child- 
care institutions. We are requesting that the program be extended 
at the same authorized level of Federal contribution—$75 million— 
as last year and again this year. And, of course, that has been passed 
out of your committee last week. 

Senator Humpurey. I want the record to note this does not repre- 
sent the same level as:last- year. It represents a decrease, because of 
the increase in population. 

The Cuamman. You mean per capita. 

Senator Humpurey. There are 3.5 million more people in the 
United States, and that cuts in drastically into the amounts appro- 

riated. 
. Now, we are not quibbling about the amount. But I think the rec- 
ord ought to be clear that you are not sustaining the same degree on a 
per capita basis in 1958 as you would in 1957. 

Mr. Sorxrn. Senator, 1 think it should be pointed out we did not 
use the full $75 million last year. If we use a bigger proportion of it, 
we will have made the adjustment for the adjustment in population. 

Senator Humrurey. Why waas it not used last year? I have been 
wondering about that. 

Mr. McLarn. We have a man here that can answer that. The Con- 
gresswoman from Minnesota raised the same question on the House 
side. 


STATEMENT OF HOWARD P. DAVIS, DEPUTY DIRECTOR, FOOD 
DISTRIBUTION DIVISION, AGRICULTURAL MARKETING SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Davis. We used $61 million of that $75 million last: year in a 
special milk program, and that represented a $61 million increase from 
zero just 3 short years before. ‘The program had steadily increased. 
The first year was around $17 million, the second year $46 million, and 
the third year $61 million. And we estimate that this year it will be 
about $68 million. 

It is just a matter of getting the program organized and getting 
the schools and the States nterenhi abel understanding it. 

Senator Humreurey. Is there local cost participation in this, too? 

Mr. Davis. In some places the local community is contributing in 
addition to the Federal contribution. In most instances, they are not, 
except as they contribute services, time, straws, refrigerators, and that 
sort of thing. 

Senator Humpurey. Thank you very much. 

The Cuarmman. Proceed, Mr. McLain. 

Mr. McLarty. Over the past 5 years, the costs to the Federal Gov- 
ernment of the dairy price supports and stabilization programs have 
been equal to about one-fifth of the total cost on all farm products. 
More than $1.6 billion have been spent by the Government in price 
support and other stabilization programs for dairy products during 
the past 5 years. 

The cost to the Federal Government of dairy price support. and re- 
lated operations in the fiscal year ending June 30, 1957, was $878.5 
million. This included (a) the realized loss to CCC on dispositions 
of dairy products during the year; (6) all disbursements by CCC 
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under the special milk program for children and the military and 
veterans hospital milk program, (¢) the net, program expense with 

t to dairy products delivered under title I, Public Law 480— 
that is, the total doliar investment in such een wen less the dollar 
value of foreign currencies received) ; (d@) CCC’s investment in prod- 


ucts donated for emergency assistance to other nations under title LI, 
Public Law 480; (e) the amount of section 32 funds obligated dur- 
ing the fiscal year for purchases of dairy products to be donated to 


schools and other eligible outlets. You are familiar with this pro- 
gram—it is part of the school-lunch program, in addition to the spe- 
cial one we have. 

It should be noted that, while the titles I and II and section 32 
items are not recorded as costs or losses to CCC, they represent non- 
recoverable costs to the Government. 

The following is a breakdown of the total: 

Million 
CCC operations (losses on sales, donations, and special milk expendi- 

tures 
Deets of products under title II, Public Law 480 
Products sold for foreign currencies under title I, Public Law 480 


($10.1 million investment less $7.5 million of foreign currencies col- 
lected ) 





The Cuarrman. Senator Humphrey put a table in the record this 
morning which gives that specifically. 

Mr. McLatn. Yes, sir. 

The dairy industry has been assured that the Department will assist 
it in every sound way we can. 

The Department has cooperated fully with the industry in promo- 
tion and merchandising programs, and we will continue to do so. 
Through our several services, we will join with the dairy industry in 
increased efforts to better inform consumers of facts about milk as a 
health food. 

As I indicated earlier, we have recommended authorization for 
continuance of the special school-milk program and of the military 
service and veterans milk programs. 

The work being done by the Department, nationwide, to clean up 
brucellosis will be continued under the accelerated program. I am 
sure you know the great value of this program to the industry, as 
well as to the health of our people. 

We are continuing to help the dairy industry in many other ways, 
including the research and educational efforts to improve efficiency in 
production, marketing, and utilization of dairy products. I am sure 
that the leaders of the industry recognize and give broad recognition 
of the arree value derived by the industry and of the constructive 
efforts directed toward a sound economy for dairy producers. 

The Cuarrman. Mr, McLain, may I ask this question, 

Under the law as it now stands, you could have permitted the price 
to remain as it is now? 

Mr. McLatn. Under the law as it now stands, it is our opinion 
that with the increase in purchases coming up and with the assurance 
that there were going to be more than adequate supplies at the 75 
percent support level, this was required by statute. 
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The Cuatrman. Then you say you had to do it as a requirement of 
aw. 

Mr. McLarn. That is right. 

The Cuarmman. Any further questions?. 

Senator Humpurey. Just a hold order on this will stop you from 
doing it; is that right, Mr. McLain? 

Mr. McLaw. I did not say that, Senator. 

Senator Humpurey. I meant if we pass a resolution, such as the 
Aiken-Humphrey resolution and others have joined in resolutions 
to stop the decline—there is nothing in any other law that would 
obviate that resolution; is there? 

Mr. McLarn. That is correct. 

The Cuarmman. But he would have to do it. Otherwise, there 
would be grounds for impeachment. 

Senator Taye. Mr. Chairman, I would like just one brief comment 
before you close the record on that statement. 

It is left to the opinion of the Secretary as to what is his responsi- 
bility to continue a flow of milk sufficient to meet the consumption 
shall Our surplus is about 5 percent in excess of consumption. 

Mr. McLain. We think it will be greater, Senator Thye, next year. 

Senator Turse. Well—youthink. But your thinking and my think- 
ing are just two factors. This is what you and I have to reckon with. 

There are 266,000 less dairy cows in the Nation than 2 years ago. 

Mr. McLa1rn. It is going down. 

Senator Ture. All right. Then the population of our Nation is 
about 3 million a year greater. 

Mr. McLarn. Yes, sir. 

Senator Ture. That is the increase in population—3 million a year. 
You have only 5 percent as a factor between a deficit and an ample 
supply. And the cow peqeutins is down. 

uppose there were to be a discouragement here that cost a further 
reduction in the cow population, and this price factor could be the dis- 
couragement. You might waken within a year to find that you had 
an insufficient supply and that you were jeopardizing the consumers’ 
supply of milk by a further discouragement in dairy production. I 
say that the law is just as clear that the Secretary should not en- 
courage a greater drop in the cow population than has taken place 
to the present. That is where I differ with the Secretary’s and your 
statement as to the intent and the specific provisions of law that makes 
this mandatory. 

The law states that the Secretary shall set the price to insure an ade- 
quate supply. With the cow population going down and an increase 
in our Nation’s papristen, you are today on the borderline of whether 
you have enough supply of milk next year for an adequate supply for 
domestic needs. Therefore, if the number of milk cows were increas- 
ing, I would say the Secretary was on the right side. But the number 
of milk cows is down and human population is on the increase. There 
is only a 5 percent surplus in question here. We could be dangerously 
close to an inadequate supply. 

The Cuarrman. On the other hand, Mr. McLain, is it not true that 
even with a lower cow population, your milk production has increased ? 

Mr. McLatn. I hope, Senator Thye and Senator Ellender, you do 
not think we made our estimates without the best experts and brains 
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we have in the Department on this. That was one of the first things 
done. Their estimate is that there will be an ample supply with the 
indicated feed supply, without any question. 

Senator Youne. The prospective supply situation is no different 
this year than last year or the year before, when you had the higher 
supports; is it? 

. McLarn. The big factor, Senator Young, as you well know, is 
the greater supply of feed and the milk feed ratios. 

Senator Youne. You thought you had a surplus situation before, 
and you disregarded that provision of the law. 

Mr. McLarn. No; we had many counties in the drought area all 
over the country. We had about a fifth of the country in a disaster 
drought area for a while. And a lot of milk was produced in some of 
those areas. 

We have had ample rain all over the country. I was in California 
yesterday and I had lunch with one of the big dairymen there, and he 
indicated there was no question in his mind that in California the 
production was going up sharply this next year with the feed supply 
they have. 

nator Humpnrey. And the feed prices. 

Mr. McLain. That is part of it. 

Senator Humreurey. What do you list as a desirable reserve of 
dairy products? 

Mr. McLarn. Well, Senator Humphrey, there is nothing specified 
in the law. 

The Cuarrman. Thank you, Mr. McLain. 

The next witness is Mr. Otie M. Reed. 

Mr. Reed, you appear to be the last witness. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
NATIONAL CREAMERIES ASSOCIATION 


Mr. Reep. Mr. Chairman, members of the committee, I realize that 
you are running a little behind in time. I have here a statement that 
covers our position with respect to the matter which I understand is 
before this committee. And it covers it in as much detail as we think 
is appropriate in the consideration of what we think is an emergency 
situation and which should be treated as such. 

Senator Ellender, in view of the pressure of time on your committee, 
I think I will just skip around through this printed statement and make 
some comments with respect to parts of it and not read all of it. 

The Cuarrman. Well, your whole statement will be put in the rec- 
ord, together with the supporting data and tables you have. 

(The full statement of Mr. Reed is as follows :) 

Thank you for the opportunity to discuss the price-support program for manu- 
facturing milk and butterfat. 

Membership in the National Creameries Association numbers several hundred 
dairy plants, mainly locally owned and operated cooperative associations. The 


members are located in Wisconsin, Minnesota, Iowa, Nebraska, Kansas, and 
North and South Dakota. Our members are engaged primarily in the manufac- 


ture of butter and nonfat dry milk solids, although we have a number of members 
who market fluid milk in addition. 
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I. NEED FOR EMERGENCY ACTION BY THE CONGRESS 


The National Creameries Association thinks that the present situation, with 
respect to dairy-price supports represents a very serious emergency, and we urge 
that it be treated as such by the Senate. Members of the subcommittee are no 
doubt aware that the Dairy Subcommittee of the House Committee on Agricul- 
ture, in the hearings just concluded, limited its consideration of dairy matters 
to the immediate emergency situation in the price-support program. More ex- 
tended hearings on general dairy programs are to be scheduled for a later date. 

As you know, the Secretary has announced that the price-support level for 
manufacturing milk and butterfat will be reduced on April 1, 1958, to 75 percent 
of parity. Thus, there remain only about 5 weeks for legislation to reverse this 
action of the Secretary to be passed by the Congress and acted upon by the 
President. This is indeed a very short period of time, and nothing, in our view, 
should be considered at this time with respect to dairy programs which would 
raise controversial questions or other features of program operations requiring 
extensive debate and consideration by this subcommittee, the full Agriculture 
Committee, and the two Houses of the Congress. 

The administration appears to be acting in a unified manner concerning the 
reduction of the price-support level for manufacturing milk and butterfat. There 
appears to be no use in making further appeals to the President to reverse the 
position of the Secretary that manufacturing milk and butterfat price levels are 
to be reduced for the next marketing year. It is reported that several of the 
Members of the Senate have urged the President to reverse the determination 
made by the Secretary, and my organization is very grateful to them for their 
efforts. However, apparently the President is not inclined to change the position. 
This being the case, we have no other alternative than to request the Congress 
to enact emergency legislation staying the drop in dairy-price-support levels 
scheduled for April of this year. 

Inasmuch as it is urgent that quick action be taken by the Congress, it has 
appeared to us from the very start of this controversy with the Secretary that 
the Congress should at this time limit its consideration of corrective action to 
that which can be taken very quickly. 

To repeat, our immediate problem is the reduction in price-support levels for 
manufacturing milk and butterfat which, unless action to stop it is taken im- 
mediately, will take place in about 5 weeks from now. 

This is an emergency situation. Time is short, indeed. 

We urge this subcommittee to take immediate action to encourage and ex- 
pedite the enactment of emergency legislation designed to stop the dairy price 
support reduction scheduled for April 1. 

There are, of course, a number of bills now before the Congress that would 
completely rewrite the dairy program. These proposals embody, among other 
things, marketing allotments for individual producers of manufacturing milk 
and butterfat, administration of the proposed new program by an independent 
agency—a board of dairy producers, taxation of producer marketings of milk and 
butterfat to pay for the program, establishment of price-support levels as de- 
termined and fixed by the independent producer board, granting to the board 
the right to borrow from the Commodity Credit Corporation up to $350 million, 
and directing the CCC to loan such sums to the board, without security, direct 
payments to producers (as set forth in some proposals), and the like. 

These proposed programs are very far reaching. They raise immense prob- 
lems as to constitutionality of the proposals, delegation by the Congress of some 
of its greatest powers to an independent agency composed of non-Government 
people, economic validity of the proposed programs, and the like. 

These proposals as to long-range dairy programs have been developed by 
some of the organizations in the dairy field, and others, presumably after 
lengthy study. It is our view that the Congress, and in particular the Senate 
and House Committees on Agriculture, will desire to give these proposals the 
most careful, detailed attention. 

Such necessary and careful review of the proposals on the part of this sub- 
committee obviously is impossible in the short time available for these hearings. 
If the subcommittee should decide to take the time to fully review these pro- 
posals, it would take weeks, and that would be fatal in our emergency situation. 
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In view of the foregoing, we urge this subcommittee to limit its consideration 
of dairy problems at this time to the immediate emergency so that action can 
be taken to stop the reduction in dairy price supports scheduled for April 1, 
1958. 

We believe that this subcommittee, after completing its work on the emergency 
problem, should schedule hearings on the proposals which would completely 
change the dairy program, provide for quotas, taxes on producers for financing, 
and the like. We would suggest further that the subcommittee plan to spend 


the time necessary for the full development of the advantages and disadvantages 
of such proposals. 


II. REASONS GIVEN FOR REDUCING THE PRICE-SUPPORT LEVEL ARE INCONCLUSIVE 


It is probably no surprise to this subcommittee that we think the reasons ad- 
vanced by the Secretary of Agriculture for reducing the price-support level for 
the coming marketing year are very poor reasons, indeed. The major reasons 
cited by the Secretary for his action, and our comments relative thereto, are 
set forth below. 

(1) The Secretary stated that careful consideration of the whole dairy situa- 
tion, “including discussion with industry representatives and advisory commit- 
tees,” indicated that adjusting supports to the 75 percent level “will be in the 
best interests of the dairy industry.” 

The statement of the Secretary just quoted seems quite clearly to imply that 
the reduction of the price-support level was approved by industry representa- 
tives. I want to state categorically that no one in the National Creameries As- 
sociation was invited to discuss this matter with the Secretary. Further, I per- 
sonally have not heard any representative of the industry voice approval of the 
action of the Secretary. 

Inasmuch as the membership of the National Creameries Association produces 
a very significant proportion of the creamery butter produced in the country, 
and inasmuch as we work very closely with other cooperation associations en- 
gaged in producing and marketing butter and other manufactured dairy prod- 
ucts, it would seem that our opinion should have been solicited. 

One thing is certain, if our opinion had been solicited we would have advised 
the Secretary not to lower the price supports under any circumstances. 

Perhaps it would be enlightening if the subcommittee were to try to ascertain 
to whom the Secretary referred when he spoke of “industry representatives” 
and “advisory committees.” 

(2) The Secretary indicates that cash receipts from the sale of dairy products 
in 1957 increased to a new record high of around $4,600 million. Perhaps so, 
but before agreeing with this statement of the Secretary, I want to see two 
things. 

First, I want to see the finally revised figures, which will not be forthcoming 
for some months. As you all know, preliminary figures of the Department are 
frequently subject to quite significant revision—often downward revision. 

Second, I want to see the breakdown of returns in the different segments of 
the industry. I want to know what has happened to the cash receipts from 
the marketing of manufacturing milk and butterfat, and those from the mar- 
keting of fluid milk sold in fluid milk markets. I have the very definite im- 
pression that the results vary considerably between the two segments. 

(3) We do not know by what stretch of the imagination the Secretary con- 
siders his action to be in the best interests of the manufacturing milk and butter- 
fat producers. After all, our prices all last year were held constant under the 
price-support program, which was a very good thing else they would have been 
considerably lower, but at the same time, the prices of things the farmer buys 
continued its upward spiral. How one can argue that our position will be fur- 
ther improved by lowering our purchasing power still further is beyond me. 

(4) The Secretary states that the CCC has been required to buy more surplus 
dairy products this year than last. This is true, but it is our opinion that the 
increase was not of sufficient magnitude to cause a reduction of about 8 percent 
in our price support level. 

(5) Presumably, the Secretary thinks that reducing the price-support level 
will cause a sufficient reduction in production, coupled with an increase in con- 
sumption at the lower prices, to bring the industry into balance. 

While of course it will be argued that reducing the price supports will reduce 
supplies, and this has some support among economists, of one thing we can be 
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sure—the reduction in prices will not be sufficient to cause a 6 percent reduction 
in production. 

There probably will be some increase in consumption assuming the retail price 
of butter and cheese are lowered, but I think most economists and price analysts 
will tell you that the increase in consumption that may follow the reduction 
in price supports will not be of significant enough magnitude to use up the sur- 
plus supply. 

We in the National Creameries Association think that the action of the Sec- 
retary will not accomplish what he hopes it will accomplish—namely—bringing 
the industry into some sort of balance. Therefore, it will accomplish no useful 
purpose. Of course, there may be those who think that if some money is saved 
the Government due to reduction in price supports, a useful purpose will have 
been served. I venture to say. however, that such savings will do more harm 
than good with respect to the national economy. 

These areas which will be most adversely affected by the Secretary’s action— 
the States in which the National Creameries Association has its membership, 
are already in a depressed condition, as I know from extended travel in the 
rural areas and among the small towns and villages in the area last fall. To 
depress the area further by lowering the price support level will operate very 
strongly to throw this entire area into a much deeper depression than now exists. 

I think it appropriate to suggest to the subcommittee that the announcement of 
the Secretary was made December 18, 1957. At that time, there does not appear 
to have been very wide spread realization that business and economic conditions 
were worsening materially. In recent weeks, growing unemployment and slack- 
ening economic conditions have become much more evident and much more a 
matter of concern to all of us. Thus, it would seem to us that conditions now 
lead even more inescapably to the conclusion that a large section of our economy 
should not be further depressed by reduction in price support levels for manu- 
facturing milk and butterfat. 

The Secretary states in his announcement of the support-price reduction that 
it will mean about one half cent per quart lower price to the consumer for fluid 
milk. This statement can be true, of course, only if retail prices actually are 
reduced by the full amount of the reduction in manufacturing milk price support 
levels. Apparently, the Secretary assumed that because he was reducing the 
manufacturing milk price level, the price of fluid milk and retail prices in fluid 
milk markets would be reduced automatically. This, again, represents wishful 
thinking, and here we are being charitable in our comments. If it does not 
represent wishful thinking, it is most assuredly a very erroneous interpretation 
of the facts that the Secretary should have had at his disposal before he made 
such a sweeping statement. 

All the Secretary had to do to disclose the fallacy of his remarks in regard 
to the reduction of retail prices for fluid milk that would follow his reduction 
in manufacturing milk and butterfat price-support levels was to take a look at 
the record of retail prices for milk in the United States as compared with re- 
ductions in the price-support level. He would have found that, when he reduced 
the support level from 90 percent to 75 percent of parity in April 1954, the retail 
price in that month was 22.5 cents per quart, as compared to 23.3 cents for the 
March preceding, and to note that this reduction was largely seasonal. By 
December 1954, retail prices had climbed to 23.4 cents per quart, higher than 
they were before the 59 cents per hundredweight reduction was made in support 
prices. No changes were made in support prices until they were raised to 
$3.25 per hundredweight on April 1, 1956, an increase of 10 cents per hundred- 
weight. During 1955, when price supports were unchanged, retail prices aver- 
aged 23.1 cents per quart, one-tenth cent higher than the preceding year. In 
1956, retail prices averaged 24.1 cents per quart—a cent higher—or roughly 
46 cents per hundredweight higher, with only a 10-cent increase per hundred- 
weight in the support price for 9 months of the year. During 1957, retail 
prices averaged about 24.5 cents per quart, with no change in price supports. 
Thus, we see that changes in price-support levels for manufacturing milk are 
not automatically followed by like changes in the retail price of milk in cities. 

As far as the currently announced reduction in manufacturing milk and butter- 
fat price-support levels is concerned, I think the subcommittee will agree with 
me that it is indeed highly improbable that there will be any reduction in retail 
prices. 

(6) We shall close this review of the erroneous statements made by the Sec- 
retary in endeavoring to justify his reduction in dairy price-support levels with 
another serious complaint. 
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We take a very dim view indeed of remarks of the Secretary which seem to 
us to be calculated to secure support of city dwellers for his reduction in our 
price-support level, by stating his action will reduce retail prices of fluid milk 
when, on the basis of the evidence, there are no demonstrable facts to justify 
his statements. As a matter of fact, we think such remarks, unsupported by 
the facts in the case, do us a very serious disservice and are most assuredly 
unwarranted in an office of the stature of the Secretary of Agriculture of the 
United States. 


Ill. VICTIMS OF PRICE POLICY DISCRIMINATION 


Some of the members of this subcommittee may be surprised when I state 
categorically that the manufacturing milk and butterfat producer is the victim 
of as brazen a policy of price discrimination as it has been my misfortune to 
witness in 25 years in Washington. 

I am sure all of you on this subcommittee are quite cognizant of the price, 
criteria which are set forth in the Agricultural Marketing Agreement Act of 1937. 
Economic conditions are the indicators which the Secretary is required by the 
statute to consider in fixing price for milk used as fluid milk under Federal 
milk marketing orders. ‘The prices so established shall be such as “will assure 
an adequate supply of pue and wholesome milk and be in the public interest.” 
Under the Agricultural Act of 1949, while the support range is to be between 
75 and 90 percent of parity, the final criterion is to “assure an adequate supply.” 

Thus it is seen that the basic criterion is the same under the two acts of 
the Congress under which the Secretary conducts programs for the benefit of 
producers of fluid milk and producers of manufacturing milk and butterfat. 

One measure of the price discrimination of which I spoke is to be found in a 
comparison of the prices received by producers for manufacturing milk and 
butterfat with the prices received by producers of fluid milk for that portion 
of their milk that is used as fluid milk in towns, cities, and villages of the United 

tates. 

These figures are shown in some detail on table 8 of the statistical appendix 
affixed hereto, but I will indicate briefly what these figures show. Starting in 
1947, the first year for which prices of manufacturing milk were published by the 
United States Department of Agriculture, the spread between fluid milk prices and 
manufacturing milk prices has increased every year except in 1950 and 1951. 
Starting with a spread of $1.58 per hundredweight in 1951, the spread has 
increased every year since that time. In 1957, this spread had increased to $2.16 
per hundredweight—the highest of the record. While it is true that this average 
from which I have computed the spread covers more markets than are under 
Federal price-fixing orders, nevertheless it must be conceded by all that the 
basic reason for the continued increase in the spread is due very largely indeed 
to the level of prices fixed under the Federal orders. These orders not only 
fix the price in over 60 markets, most of the largest markets in the United States, 
they also very effectively bolster up the prices in other markets nearby the 
regulated markets. 

Thus, we find that, under one law—the law under which the market orders 
are written for the fluid-milk producer, prices are maintained at a much higher 
level than under the law which authorizes the price-support program for manu- 
facturing milk and butterfat. This is the case, even though as I pointed out 
the price-level criteria in both laws are very basically one and the same. 

Another way we can get at this matter of price discrimination is to consider 
the parity prices of milk as published by the United States Department of Agri- 
culture. Unfortunately, no parity prices are published for milk used as fluid 
milk, and, as far as I know, none are even computed by the Department. The 
Department does publish, however, a series of prices which represent the prices 
received by producers f. o. b. first delivery point, for milk delivered to plants and 
dealers, regardless of use. Thus, it represents a sort of average of prices re- 
ceived by producers in fluid milk markets and in manufacturing milk markets. 

During the last year, the price of all milk ranged from 80 to 96 percent of 
parity (seasonally unadjusted) and averaged 88 percent of parity for the year. 
Manufacturing milk prices ranged from 79 to 88 percent of parity (seasonally 
unadjusted) and averaged 84 percent for the year. I should like to remark 
here that the prices for manufacturing milk parity I quoted were those which 
were computed by me, using the formula provided by the Agricultural Act of 
1949. As far as I know, the Department last year was still using the “parity 
equivalent” method of computing parity prices for manufacturing milk, and 
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price supports were set at 83 percent of parity so computed just before the start 
of the marketing year. 

The significant point here is that the prices for manufacturing milk repre- 
sent a use price—the price of all milk represents an average of all use prices. 
It follows that the fluid-milk element in this average is what keeps the all 
milk price at a higher percent of parity than the manufacturing milk price 
represents when compared to its parity price. 

Inasmuch as price supports for manufacturing milk and butterfat represent 
a much lower percentage of parity than the prices received for all milk, it follows 
that, if manufacturing milk and butterfat prices are to be placed on a basis 
more nearly representing equality of treatment with respect to price policy, 
the price-support level for manufacturing milk and butterfat should be placed 
at least at the same percentage of parity as that enjoyed for all milk in all 
uses. 

If this were to be done, then the price supports for manufacturing milk this 
coming year should be set at 88 percent of its parity price, as it can now be 
computed under the Agricultural Act of 1949. I calculate this to be $3.48 
per hundredweight on the basis of average parity prices for manufacturing 
milk during 1957, or $3.52 on the basis of the parity price for December 1957. 

In answer to this argument, we may presume that the Secretary would state 
that we had too much surplus, and therefore the price-support level had to be 
reduced. Stated another way, he would argue that we would produce an 
“adequate supply” at lower prices, or are producing more than an adequate 
supply” at current support levels, hence under the law, he could do nothing 
other than to reduce the price-support level. 

While we may be accused of being quite uncharitable to the Secretary of 
Agriculture, still I shall state that we would consider the argument of the 
Secretary to be more appropriate if he followed it in all his dealings with 
milk and dairy products pricing. However, while we find that the Secretary 
looks with extreme disfavor upon surpluses in manufacturing milk and butterfat 
and reduces our already low support prices as a result, he continues fluid milk 
prices at relatively higher levels even though many of the markets have large 
surpluses over fluid milk use. Thus, on page 354 of Statistical Bulletin No. 
218, published by the Agricultural Marketing Service, USDA, there is a table 
showing the percentage which class I (fluid) milk bore to all milk received 
from producers by regulated handlers in 63 milk markets than under Federal 
milk orders. For the year as a whole, 4 of these markets showed between 40 
and 50 percent class I use, 5 showed from 50 to 60 percent class I, 9 showed 60 
to 70 percent class I, 23 showed 70 to 80 percent class I, 17 showed 80 to 90 
percent class I, and 8 showed over 90 percent class I. New York and Boston 
together accounted for nearly 10 billion of the total of 31 billion pounds of milk 
under these 63 orders, and both of these markets showed less than 50 percent 
of total receipts used as class I. In other words, there were about 5 billion 
pounds of milk surplus to fluid milk sales in these 2 markets alone in 1956. 

Did the Secretary reduce the class I prices in the numerous oversupplied mar- 
kets because the prices prevailing under his orders were bringing forth more 
than an adequate supply? He did not. As a matter of fact, in many of the 
markets, he permitted the negotiation of still higher prices between producer 
groups and handlers. 

Why, with this record under the adequate-supply criterion in fluid milk mar- 
kets, did the Secretary adopt a much more stringent measure of adequate sup- 
ply in manufacturing milk and butterfat markets? We do not know. We would 
be eternally grateful to the members of this subcommittee if they could secure 
from the Secretary an expression of his reasons, for his very evident practice 
of price-policy discrimination against manufacturing milk and butterfat pro- 
ducers. 

Now, in case some of my colleagues in the fluid milk field, or their representa- 
tives, should infer from these comparisons that we are arguing that fluid milk 
prices are too high and therefore I am confusing the issue by introduction of 
the facts and considerations contained in this section, I want to state categor- 
ieally to the subcommittee that I am not at this time arguing the level of fluid 
milk prices one way or the other. 

I am pointing out, and on this we stand, that the Secretary of Agriculture, 
with basically the same price-level criteria in the Agricultural Marketing Agree- 
ment Act of 1937, as amended, authorizing the fixing of prices in fluid milk 
markets, and the Agricultural Act of 1949, as amended, authorizing price sup- 
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port programs for manufacturing milk and butterfat, has so operated the two 
programs as to provide relatively higher prices for fluid milk and relatively 
lower prices for manufacturing milk. To us, this amounts to rather positive 
Official discrimination against the manufacturing milk and butterfat producer 
for which we can find no compelling reason in the law. 


DISPOSITION OF GOVERNMENT HOLDINGS DOES NOT APPEAR TO BE A VERY SERIOUS 
PROBLEM 


There appears to us to be no reason to reduce dairy-price supports because of 
heavy holdings of commodities by the CCC. As a matter of fact, the figures 
for December 31, 1957, show only 31 million pounds of butter, 142 million pounds 
of cheese (about the same as last year), and about 27 million pounds of nonfat 
dry milk in inventory that is available for commitment on disposition programs. 
I am sure the members of the subcommittee can remember appearances I and 
others have made before you when the Government stock position was very 
materially worse. 

In this connection, we wish to assure the Congress of our support for (1) 
proposals to extend Public Law 480 and to provide adequate funds thereunder 
for disposition of as much of our surplus agricultural commodities abroad as 
necessary, (2) extension of school lunch and special milk programs, and contin- 
uation of the program for the eradication of brucellosis. These are highly 
meritorious programs and in our view should be continued. 


V. RECOMMENDATIONS 


In making the recommendation to the subcommittee which is set forth below, 
we have tried to take acount of the various factors bearing on this problem 
of the level of dairy-price supports as we know them, or as we interpret them, 
and the possibilities of one approach as compared to another that might be used 
to correct the situation caused by the reduction in support levels by the 
Secretary. 

Quite naturally, we are in favor of setting the price-support level at as high 
a level as is equitable and as is possible from the point of view of securing enact- 
ment of our wishes by the Congress and the approval of same by the President. 

As we pointed out at quite some length in a preceding section of this statement, 
we think that some approach to equity in this matter would be to place manufac- 
turing milk and butterfat price-support levels at the same ratio to their parities as 
the price of all milk bears to its parity. As we noted, this would be at 88 percent of 
parity, or just about $3.50 per hundredweight of manufacturing milk. 

This would be the fair thing to do, in our view, but we are not asking that 
Congress do this at this time, for a reason which we think entirely appropriate— 
we do not think that any such proposal has any chance whatsoever of evading a 
veto by the President. We have had ample evidence presented to us that the 
President agrees with Mr. Benson in his reduction of price-support levels. To 
ask for you to approve legislation which we think would be vetoed is, we think, 
the wrong thing to do. Further, we do not believe it fair to our producers 
to strive for a goal which all signs indicate is not in the realm of fair possibility 
of achievement. 

We do not believe that, if the Congress would enact a bill for the continuation 
of the current price-support level, there would be a very considerable chance 
of securing the approval of the President. We think this much more desirable 
than to gamble on trying to raise the support levels, however laudable this may 
be in theory, when everything we have seen that bears on this matter indicates 
higher price supports are unattainable. 

For these reasons, we urge this subcommittee to report, and the Congress to 
pass, a bill which will provide for the continuation of our current price-support 
level of $3.25 per hundredweight of milk and 58.6 cents per pound of butterfat. 
The minimum time period for the extension should be at least 1 marketing year. 
Two would be preferable. 

However, the subcommittee no doubt full realizes that we are judging what 
the President’s reaction would be from the statements of the Secretary and the 
content of the President’s farm message. We may, of course, be wrong in our 
interpretation of the possibilities in this matter. 

If the subcommittee and later the Congress, in their judgment, thinks we are 
in error in our judgment of the President’s position and that the President and 
the administration will approve an increase from current price-support levels, 
then, by all means, we would welcome such an increase. 
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If the subcommittee thinks that it is possible to secure approval of the Con- 
gress and the President for a change in establishing support levels through 
changing some feature of the parity computation, then we would appreciate the 
opportunity of presenting to the committee a proposal embodying the relation- 
ships we think desirable. 

However, in view of our position that the easiest and most practicable pro- 
cedure is to enact a simple bill extending the current level of dairy-price supports, 
we shall not clutter up the record at this time by any detailed recommendations 
as to long-run changes we would like to see enacted with reference to methods of 
computing parity, base periods, minimum and maximum price-support ranges, 
and the like. 

We feel that such matters should be held in reserve for presentation to the 
subcommittee when hearings are held on permanent dairy legislation. 

We wish to suggest again to the subcommittee that full-scale hearings on 
permanent dairy legislation be held as soon as the subcommittee finishes its 
considerations of the current emergency. 

Orte M. REEp, 
Washington Representative, National Creameries Association, 


Taste 1.—United States: Number of milk cows on farms, total production, 
production per cow, and gross farm income from dairy products 
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Source: Statistical Bulletin No. 218, Agricultural Marketing Service, U. 8. Department of Agriculture 


TABLE 2.—United States: Production of specified dairy products average 1947-49, 
annual 1950-57 


[In millions] 


Cream- | Ameri- | Other | Total | Evapo-| Con- | Dry | Nonfat| Ice 








Year ery | can cheese | cheese rated | densed | whole dr cream 
butter | cheese ! milk milk milk m 
Pounds | Pounds | Pownds | Pounds | Pounds | Pounds | Pounds | Pounds | Gallons 
Average 1947-49... 1, 317 911 249 1, 160 3, 116 382 154 765 589 
SOD tatoo deuacemin 1, 386 895 296 1, 191 2, 882 323 125 881 554 
i nda netics 1, 203 874 287 1, 161 2, 896 332 131 702 569 
i imiiiibeasiainieaneck 1, 188 851 319 1, 170 2, 840 325 102 863 593 
) Seo 1, 412 1, 022 322 1, 344 2, 553 322 104 1,214 605 
Pe iaisniniinddwdemail 1, 449 1, 045 338 1, 383 2, 534 311 ot 1, 402 597 
Be te bpontinaen ‘ 1, 383 1, 005 362 1, 367 2, 580 342 110 1, 404 629 
WOE ibeawccsecccus 1, 410 Y9O4 393 1, 387 2, 540 lll 1, 545 641 
1957 8... jeimaea 1, 425 1, 065 385 | 1,415 2, 475 360 95 1, 695 650 








1 Includes part skim American cheese. 
2 Preliminary. 
3 10 months of reported data and 2 months forecasted. 








Source: The Dairy Situation, December, 1957, Agricultural Marketing Service, United States Department 
of Agriculture. 
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TaBLE 3.—United States: Per capita consumption of specified dairy products, 




















1940-56 
[In pounds] 
| ! 
Fluid | Evap- | Ameri-| Other y Nonfat | Frozen 
Year milk | Cream | orated | can | cheese | whole aT desserts| Butter 
milk | cheese milk k 
SNOT il ie ee es 
265 10.6 17.5 4.4 1.6 0.1 2.2 28.9 17.0 
267 10.7 16.8 4.3 1.6 2 2.5 34.3 16.1 
290 10.2 16.5 4.7 1.7 a 2.5 39.4 15,9 
315 | iL 17.1 3.0 19 4 2.1 31.0 11.8 
328 10.7 13.8 3.1 1.8 3 1.5 33.5 11.9 
335 10.2 16.3 4.8 1.9 4 1.9 37.5 10.9 
323 10.6 17.1 4.5 2.2 5 3.3 57.9 10.5 
306 10.0 18.2 5.2 1.7 5 2.9 52.1 11.2 
295 | 9.7 18.4 5.2 1.7 3 3.3 45.6 10.0 
296 9.0 17.8 5.3 2.0 | 8 3.3 45.4 10.5 
293 8.9 18.1 5.5 2.2 3 3.7 45.0 10.7 
299 8.4 16.3 6.1 2.1 3 4.2 44.7 9.6 
303 | 7.9| 15.7 6.3) 23 ‘5} 4.6| 47.3 8.6 
300 | 7.5 15.4 5.1 2.4 3 4.1 48.3 8.5 
301 7.5 | 14.8 5.5 2.4 3 5.1 47.1 8.9 
305 7.5 14.2 5.4 2.5 an 5.6 48.6 9.0 
308 73 | 13.7 5.6 mee 3 5.1) 40.6 8.7 
| | 








| 
| 


1 Preliminary. 


Source: Statistical Bulletin No. 218, Agricultural Marketing Service, United States Department of 
Agriculture. 


Taste 4.—Dairy products: Purchases by the U. 8. Department of Agriculture, 
mainly for price support, 1933-41 and 1947-57 








[Stated in thousands of pounds] 
Year Butter Cheese |Evaporated|; Nonfat |Whole milk 
milk dry milk | equivalent 

Wa ois ns sna sd bd QR eee GUE 16d. 430s seth lesucitawkettlnguncycntncn 869 
Mths dindencbienioaadaviecneaee ne lance 24, 624 17, 936 Ot Deinsaiteniadl 675 
BO reliant tsar tocienandpnat alain ae eenahcern ean 7, 055 1 47,027 15, 840 244 
Geeta dcctlccacatctteuakdetapGanccceoen 2, 951 932 6, 160 3, 594 82 
BN dia Gbcnccel dics eins che decpeterbapesebyenl 3, 049 138 19, 636 23, 188 104 
TE hic nn.cinminiadanienatiennrctvalidindihiinimnsatiaenl: 141, 979 3, 463 19, 470 31, 260 2, 916 
POs oo R serious be pose Wu 3, 209 5, 035 515 
bb cwcteisstmebtoccdbbeudbtoomsbedaned 10, 604 4, 354 65, 903 7, 317 397 
Ott .52s ae. cinardsicenhtinevernrdieie 11 ABO |e acer cevece 4, 350 2, 742 238 
SE htntelshkbidhurieoatxenhan 5 caglinan aoemiaal 114, 273 MTEL lextvencconue 325, 493 2, 541 
ee Sen nde dee es ae ei een teal 127, 905 9 eee 351, 641 3, 666 
Be shina becwécabvancawecwcdtctnddiewl Se 82 °° SGI hia ies 53, 612 13 
ik cpikdichontniaibndbava bh biecnhdb oan 16, 065 RETEE lovin mnchncintl 51, 494 348 
i op epeminrinmreiercnmnenerounnnnpmnty 909 i hiageveeaerennties 587, 431 9, 981 
ait, © tases pol aae eile ddint: aati aehan epee 319, 668 275, 065 |............ 650, 565 9, 144 
WOUICE. So aie 5 S38 de 162, 351 149, 962 |......--.... 555, 742 4, 747 
MPG Ths jo ei deine- po Sa bad bc cnsthlsd-padee 164, 710 $57,006. |.2555-.-.5-0 754, 066 5, 173 
Te certicdnadbttthap)-<bbdwnngandudlicopocte 173, 500 241, 400 |-.....-..... 764, 600 15, 884 





3 Estimated. 


Source: Statistical Bulletin No. 218 and other reports of the Agricultural Marketing Service, U. 8. De- 
partment of Agriculture. 
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TaBLe 5.—Disposition of dairy commodities acquired under the price-support 
programs, 1955, 1956, and 1957 

















{Stated in millions of pounds] 
Butter Cheese Nonfat dry milk 
Utilization 4 i) eee De ee ee 
1955 1956 1957 1955 1956 1957 
Commercial domestic sales _ - 0.3 0.3 1.0 8.7 1.4 0.9 1.3 1.1 0.1 
ow ere ee ee ee oe eS ee he 90. 6 53.9 23.8 
Donation: 
Domestic. ._._-.--- 96. 4 94.6 99.7 71.3 | 132.0 82.5 71.3 | 142.0 45.0 
Foreign_____- -| 177.9 i cin 115.2 | 125.0} 141.6} 365.3) 400.8 521.0 
pS ee 13.8 23.0 8.6 4.0 11.9 8.2 14.0 49.3 63.9 
Noncommercial export sales.| 26.6 2.8 |---..-.. GS |..-..---}.sssesee 75.3 48.9 62.7 
ICA transfers_......-- A 3.6 18.3 2.2 16.0 30.4 9.6 15.5 43.9 47.9 
U.S, Army transfers. . 41.4 29.4 25. 5 2.2 1.8 2.0 3 -l 0 
eo ee enen 6.0 4.9 BG ivecbhettaleateene Py von 68 he 
tll na neal 366.0 | 244.9| 142.4] 2242] 302.5| 2449) 633.8) 740.5 769.4 
Uncommitted supplies Dec. 
Dicdathc scscbubanedstaeehen .3 0 31.1 260. 5 146.1 142. 6 18.0 31.6 26.7 


1 Includes 75,000,000 pounds of dry milk sold for export for feed use in 1955; 32,000,000 pounds for export in 
1956 and 7,000,000 pounds for export in 1957. 


2 Other includes butter salvage sales, cocoa butter sales, transfers to VA, research donations, promotional 
use abroad, and milk recombining sales, 


Source: Reports of the Commodity Stabilization Service, U. 8. Department of Agriculture. 


TABLE 6.—Support prices and actual prices of manufacturing milk expressed as 
percentages of parity equivalent, 1950-51 to 1957-58 


Support level Actual price 





Year beginning Apr. 1— 
Percentage | Dollars per | Percentage | Dollars per 
of parity 100 pounds of parity 100 pounds 











equivalent equivalent 
PEs cqnccagehsitdbaccnccabaedeecessacuueen 79 $3. 07 87 $3. 40 
PPO, ctaccddubbibanesinéecsomitnds dscauhdewion 87 3. 60 96 3.97 
Ss an ccicaduliielincassestus Sestcn dipaanuibetin 90 3. 85 93 4.00 
Fin concn psgatneicsces tidbsocboncednes 90 3.74 83 3. 46 
i ecencdeGh diese <snnun}dundhageun«<eiegee 75 3.15 75 3.15 
PEs on snsd hdd octane ccceh Mbahcarserenged 80 3.15 81 3.19 
FR ra candctdadennwaisiseh th dajadaa~astelion 84 3. 25 86 3.30 
I cnthinteditnee states ctedsccg ni cenibenddies 83 3. 25 1g4 23.31 


1 nw poy percent of actual parity as computed by the author of this statement, using the method 
scri in the Agricultural Act of 1949 and are for calendar year 1957, hence not strictly comparable to market- 
ing , year figures. Also, prices are not weighted. 

imple average—calendar year only. 


Source: Compiled from reports of the Agricultural Marketing Service, U. 8. Department of Agriculture, 








i 
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TABLE 7.—Support prices and actual prices of butterfat, expressed as a percentage 
of parity, and milk equivalent of support purchases, 1950-51 to 1957-58 


FARM PROGRAM 


| Support level Actual price Milk equiva- 














lent of 
Year beginning Apr. 1— support 
Percentage Cents per Percentage Cents per purchases 
of parity pound of parity pound 
nao 
unds 
86 60.0 92 64. 2 a ; 
90 67.6 99 74.1 13 
90 69. 2 93 71.6 3, 619 
90 67.3 88 65.7 | 11, 195 
75 56. 2 7 57.1 | 5, 744 
76 56. 2 77 56.9 5, 125 
81 58.6 81 58.8 5, 060 
80 58.6 180 58.6 2 5, 884 








1 Computed by author of this statement—calendar year 1957. 
2 Computed by author of this statement—for calendar year 1957, hence may vary somewhat from market- 
ing year figures. 


Taste 8.—United States: Comparison of dealers buying prices for milk for city 
distribution and manufacturing milk prices, 1947-57, inclusive 


[Dollars per hundredweight] 
Milk dealers Spread—milk 


average buy- | Manufactur-} dealers buy- 
ing price for | ing milk (at | ing prices less 





Year milk for city | average best) | manufactur- 
dsitribution (average ing milk 
(3.5 percent | test—butter- prices 
butterfat) fat) 

Soma ol... Sk... 5 Ui A ee We. . .. $5.00 | $3. 76 $1. 24 
5. 54 4.24 1.30 
5. 08 3.14 1.94 
4. 86 3. 22 1.64 
5. 49 3.91 1. 58 
5.76 4.10 1.66 
5. 43 3. 55 1.88 
5.15 3.19 1.96 
5.19 3.18 2.01 
5. 34 3. 28 2.06 
15. 46 13.30 12.16 








1 Simple averages. 
Source: Reports of the Agricultural Marketing Service, U. 8. Department of Agriculture. 


Senator Humpurey. I know Mr. Reed is going to give us a résumé 
and his statement is in the record. But I think it would be very good 
if Mr. Reed would comment upon this cheese and butter situation. 
He is an expert in this area, and I would like to get his information— 
in line with your questioning, Mr. Chairman. 

Mr. Reep. Well, Senator Humphrey, I suppose your question is why 
do we get so much cheese as compared to butter and the like of that. 

Senator Humeurey. Not only that. But there apparently was some 
feeling that the producers were looking forward to putting milk 
products into cheese because there was a better return for them. I do 
not subscribe to that, but I wanted to get your views. 

The CuHatrman. Well, as I understand it—I just talked to Mr. 
Anderson, and he said that the Department was almost dutybound 
to see to it that the price for milk that was sold to make cheese or 
butter was the same. 

Senator Ture. There is no escaping that. 

The Cuarrman. So that settles it. 
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Senator Humeurey. That answers that. 

Senator Tuye. It is fluid milk supported at $3.25, and it is butter- 
fat, and that is it.. It makes no difference how it is to be processed. 

Mr. Reep. If you did not have that policy on the part of the 
Department, gentlemen, many of the producers located around cheese 
factories, for example, might not get any particular benefit from the 
support program unless they shifted to butter factories or something 
of that nature. 

So I think that our people, in considering the price relationships 
the Government established between butter-powder-combination fac- 
tories and cheese factories—we think that the Department has done 
a pretty good job. 

I know there are a lot of cheese manufacturers who disagree with 
that. However, I have not seen any particular evidence and neither 
hav the officers of our association that indicates that the Department 
has erred particularly in this regard. 

We think according to all the evidence we have been able to put 
together that the prices are pretty well in balance. 

Does that answer the question satisfactorily, Senator ? 

Senator Humpurey. Yes, indeed. Thank you very much. 

Mr. Reep. Now, we consider that the situation confronting us now 
is an emergency situation. The Secretary has announced, and un- 
doubtedly he has had the approval of the Boonies. that April 1 our 
price-support levels will be reduced to 75 percent of parity, which 
will figure out approximately to $3 per hundredweight of manufac- 
turing milk and around 56 cents per pound of butterfat. 

If we are to stop the decline in prices, it is something that has to 
be done by the Congress. 

I am fully aware that some of our friends from the dairy areas, 
our Senators and Congressmen, have talked to the White House in an 
effort to persuade the President to hold the line on our dairy-price 
supports and not reduce them. I am fully aware that a number of 
them have talked to the Secretary of Agriculture, and so far those 
efforts have been unavailing—which leaves it up to the Congress. 

Time is running very short. So we hope that this committee will 
treat this problem as an emergency and will report out a bill that 
in its judgment is the simplest type of a bill, the most easily under- 
stood, and one which has some or perhaps a very good chance of evad- 
ing a Presidential veto. : 

Ve have little time in which to operate. April 1 is the deadline. 

I feel quite sure that price structures in the field are beginning to 
reflect this announced reduction. 

Now, of course, you gentlemen have many bills before you that 
would completely rewrite the dairy program. These proposals em- 
body, among other things, marketing allotments for individual pro- 
ducers of milk and butterfat; administration of the proposed new 
program by an independent agency, a board of dairy producers; tax- 
ation of producer marketings of milk and butterfat to pay for the 
program; establishment of price-support levels as determined and 
fixed by the independent producer board, granting to the board the 
right to borrow from the Commodity Credit Corporation up to $350 
million, and directing the CCC to loan such sums to the board, and 
many other features of the proposals. 
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I have only given a sort of thumbnail sketch of the major portions 
of many of the proposals. 

Now, these proposed programs are far reaching. They raise prob- 
lems as to constitutionality of the proposals, delegation by the Con- 
gress of many of its most jealously guarded powers, economic validity 
of the proposed programs and the like. 

Now, these proposals have been subjected to lengthy review by the 
proponents. Xnd we think that once we get this emergency situation 
out of the way, that these proponents of the dairy bills should be 
given an ample opportunity to be fully heard and to develop their 
reasons for wanting that kind of legislation passed by the Congress 
and the manner in which that type of legislation will affect the in- 
come of the dairy farmers and the public, and the like of that. 

Senator Tuyr. Mr. Chairman, I must leave, and I would like to 
ask one question of Mr. Reed before I leave. 

Mr. Reed, have you any reservations about the self-help plan that 
is embodied in present legislative bills before the committee here? 

Mr. Reep. Senator, I would not want to testify at any particular 
length concerning the self-help bills at this time. And there are a 
number of them. But I would say yes, we have reservations; we have 
serious reservations. 

Senator Tre. But your strong feeling is that some new legislation 
is necessary, but at the present time there should be no reduction in 
the support. 

Mr. Reep. Oh, very definitely no reduction in the support. And if 
the Congress will take care of that, then let us move into these self- 
help proposals, so-called. There are a number of different ones. And 
let us review them and analyze them. And let us listen to the case 
that can be developed for them. And let us listen to those who want 
to modify the programs, perhaps to oppose them. Then we could 
come up with a rounded view as to whether we would desire them or 
not. 

At the moment, I would say we have reservations, serious ones. 
But it is entirely possible that such reservations might weaken con- 
siderably after we hear the full statement of the case. However, that 
remains to be seen. 

So we would urge you to take immediate action to maintain our 
price supports at their current level, . 

Now, very naturally if we could secure a higher price, we would 
want that. 

The Cuatrman. Who wouldn’t? 

Mr. Reep. Who wouldn’t—is the point. 

The Cuamman. We have the same cry for everything else produced. 

Mr. Reep. Certainly. And in looking at the situation, in deciding 
whether or not to urge the Congress to increase prices or to maintain 
them, we looked into the situation in the executive branch, where we 
think, in view of all the things we have been able to fit together from 
published reports and statements in the press, that we probably could 
not get an increase in price approved, But we think there 1s some 
possibility, perhaps a very strong possibility of holding the line. 

Now, if the Congress disagrees with our opinion in that matter, most 
assuredly we would think an increase in prices would be a very desir- 
able thing. 
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After all, last fall, Senator Humphrey, I traveled very extensively 
through the State of Minnesota, out around the small towns and the 
villages, and also in Wisconsin, Iowa, Kansas, and Nebraska. And 
those people in the small cities were not in any very good position at 
that time. They were feeling considerable of an economic pinch. And 
this committee has had before it plenty of figures to justify that 
statement, so I shall not quote any figures to you. 

Now, with the reduction of the prices of some 8 percent, the pinch 
is going to be larger and stronger and worse. 

Now, in our discussion of this matter, we have looked into the rea- 
sons that the Secretary advances for having reduced our price sup- 
ports. And very frankly, gentlemen, we do not see any reason to 
agree with the Secretary’s reasons. 

In the first place, there is one thing that disturbs us. The Secretary 
stated in his press release announcing this reduction that after careful 
consideration of the whole dairy situation “including discussion with 
industry representatives and advisory committees” that a reduction 
of our price supports to 75 percent “will be in the best interests of the 
dairy industry.” 

Now, I do not know anything about who he talked to on this, but I 
can tell you one thing for sure—he never talked to any representatives 
of the National Creameries Association, he never talked to any of our 
officers. And frankly 

Senator Humpnrey. How many do you represent, Mr. Reed? 

Mr. Reep. Our membership—I do not know just what the exact 
count would be—but it runs into several hundred thousands. 

Senator Humpnrey. But you are one of the truly big national dairy 
organizations. 

{r. Reepv. We so consider ourselves. Our primary membership is 
the small local cooperative, located in Wisconsin, one and so 
on. In Minnesota, our affiliate State organization, which is our mem- 
bership there, has over 200 members, plant members. 

Senator Humpurey. And these cooperatives and these dairy groups 
are producers of butter and cheese. 

r. Reep. Yes, and nonfat dried milk. 

Senator Humpurey. Now, you were not consulted on this. 

Mr. Reep. No, sir. 

Senator Humpnrey. And I have looked ahead in your statement, 
and you are wondering who was consulted. 

Mr. Chairman, we have a right in this committee to find out from 
the Department of Agriculture just whom the Secretary did con- 
sult. Who were these advisers? Who were these industry repre- 
sentatives? And what committees did he consult? And also, what 
did these people say ? 

I have talked to some he consulted, without mentioning any names, 
all of them did not agree with his conclusion. I want to find out 
just who it was he consulted and who agreed with him. 

I make that request of the Department. I see Mr. Anderson is 
here. Would you try to help us on that, sir? 

Mr. Anperson. I will try. 

Senator Humpnrey. If the Chairman would agree, I would like to 
have the Secretary supply the committee with that information. 

Do you agree to that, Mr. Chairman ? 
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‘The Cuairman. As to whom he consulted. 

Senator Humpurey. As to whom he consulted. 

The Cuairman. He might have consulted the Treasury, too. It 
cost almost $400 million in 1 year. 

Senator Humpurey. I just want to know who he did talk to. And 
I also would like to know what he said. 


The Cuamman. That is something that concerns me too, you know, 
as a Senator. 


Senator Humpurey. Yes, sir; I realize that, 
_ The Cuairman. Well, we will have a letter prepared and I will 
sign it, asking the Secretary of Agriculture whom did he consult 
before he proceeded to do that. 


_ Senator Humpurey. The record will reveal the nature of my 
inquiry. j 
( The information is as follows :) 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF ASSISTANT SECRETARY, 
Washington, D. C., February 28, 1958. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Deak SENATOR ELLENDER: This is in reply to your letter of February 25, in 
which you request the names of those that we conferred with in making the 
decision on dairy-price supports. 

We had two committees that this was reviewed with very carefuly, one the 
National Agricultural Advisory Commission, and the other the Advisory Board 
of the Commodity Credit Corporation which is set up according to statute. 

All of the people on these two committees are highly respected individuals, and 
it so happens that several of them on both committees are actual dairymen in 
their own right. 

As you have requested, I am attaching the complete list of each of these com- 
mittees. As I indicated, this was reviewed carefully with them and the decision 
was made with their concurrence. 

Sincerely, 


Marvin L. McLain, Assistant Secretary. 
NATIONAL AGRICULTURAL ADVISORY COMMISSION 


W. I. Myers, chairman, dean, New York State College of Agriculture, Cornell 
University, Ithaca, N. Y. 

Roswell H. Anderson, Wibaux, Mont. 

Robert Armstrong, Rural Route 3, Monmouth, Il. 

George D. Bailey, Rochester, Vt. 

Harry J. Beernink, general manager, Washington Cooperative Farmers Associa- 
tion, 201 Elliott Avenue, West, Seattle, Wash. 

W. Aubrey Calloway, Bosco, La. 

Homer R. Davison, president, American Meat Institute, 59 East Van Buren 
Street, Chicago, Ill. 

Arthur B. Evans, Cedarville, Ohio 

Tom J. Hitch, Tennessee Farm Bureau Federation, Box 313, Columbia, Tenn. 

O. B. Jesness, department of agricultural economics, University of Minnesota, St. 
Paul Campus, St. Paul, Minn. 

Arthur C. Lawrence, Route 3, Apex, N. C. 

James J. Love, 121 North, Quincy, Fla. 

Chris Milius, 306 North 43d Street, Omaha, Nebr. 

Albert Mitchell, Tequesquite Ranch, Albert, N. Mex. 

Milo K. Swanton, executive secretary, Wisconsin Council of Agriculture Cooper- 
ative, 205 Tenney Building, Madison, Wis. 

Ben Swigart, Mooreland, Okla. 

Jesse W. Tapp, chairman, board of directors, Bank of America, 660 South Spring 
Street, Los Angeles, Calif. 

Alvin Wiese, 410 East Prairie, Eagle Lake, Tex. 











FARM PROGRAM 721 


Apvisory Boarp or THE CoMMoDITY CREDIT CoRPORATION 


(Appointed pursuant to sec. 9 (b) of the Commodity Credit Corpora- 
tion Charter Act (15 U. S. C. see. 714 g (b)) by Dwight D. Hisenhower, 
President of the United States.) 

Member Date of Presidential commission 
Warren W. Hawley, Jr., Bank Street Road, Batavia, N. Y.. April 27, 1957. 


Earl M. Hughes (chairman), Route 1, Woodstock, Ill... - February 13, 1957. 
Claude K. McCan, Post Office Box 247, Victoria, Tex.______ April 12, 1957. 
Frank J. Welch, dean, College of Agriculture, University of 

Kentucky, Lexington, Kyu. i258 eh es aa May 29, 1957. 
G. B. Wood, department of agricultural economics, Room 227, 

Snell Hall, Oregon State College, Corvallis, Oreg_.....-~- February 13, 1957. 


Mr. Reep. Now, the Secretary indicates that cash receipts from the 
sale of dairy products in 1957 increased to a new record high of 
around $4 billion. I do not want to argue the point, because I do not 
know. But until the figures are finally revised, we will not know the 
precise position. 

Now, we do not see how this could have been in the best interests 
of manufacturing milk and butterfat producers. 

I indicated to you my very extensive travels covering thousands of 
miles last year—and I was not talking to people in their offices in the 
cities or anything like that, but I was right out in the dairy plants and 
talked to a lot of farmers, too. And they were in a bad position last 
year. And how a reduction in prices can improve their position is 
certainly beyond us. 

The Secretary stated that he had to buy more surplus dairy prod- 
ucts this year than last. That is true, surely. But we would differ 
with him that the additional purchases that he had to make were 
sufficient to warrant as much as an 8-percent decrease in our price- 
support level, which is what we are getting. 

ow, the Secretary argues that reducing the price-support level 
will cause a sufficient nm in production and will be coupled 
with an increase in consumption at lower prices to bring the industry 
into balance, or at least he argues it will tend in that direction. 

While of course it will be argued that reducing the price supports 
will reduce supplies, and this has support among economists, some 
support among economists, I think there is one thing we can be very 
sure of, that the reduction in prices will not be sufficient to cause a 
6-percent reduction in production, which is just about the surplus 
that was purchased this last year. 

This gets into the matter of the elasticity of supplies. And while 
the reduction may have some influence, it probably will not, certainly 
not to the extent necessary to bring this industry into balance. 

There probably will be some increase in consumption if we assume 
that the retail prices of butter and cheese are lower. But I think most 
economists and price analysts will tell you that the increase in con- 
sumption that may follow the reduction in price support will not be 
of sufficient magnitude to use up the surplus supply. 

In other words, the net of this thing is just an this. We will pur- 
chase this coming year, under the reduced-price structure, a huge 
volume or large volume, probably quite comparable to our purchases 
this year, and the net result will be lower returns to producers. I do 
not believe that you will show any very significant increase in con- 








| 
| 
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sumption, and I am certain you will not show any significant decrease 
in production. 

ow, one thing that annoys us is that there was quite a play made 
in the announcement of this ~ am to the effect that consumers 
would get their fluid milk for half a cent a quart less. I might sa 
we do not believe that. We do not believe that the figures available 
in the Department of Agriculture on the course of retail prices will 
show that to be the case. As a matter of fact, we have had instances 
where the price-support level was reduced and before the end of the 
year the retail prices were above the level that they were before the 
reduction took place. 

The Cuatrrman. Who makes that additional profit ? 

Mr. Reep. Well, there are an awful lot of things in it. 

The Cuatrman. The handlers, the inbetweens. 

Mr. Reep. The handlers and the inbetweens, and very frequently 
there is not as significant a reduction in producers’ prices for fluid 
milk as there is in manufacturing. Many things make that up. It 
is a complex that is very difficult to unravel. 

But the final figures show that there is no real basis for believing 
that this 20-cent reduction, or 25-cent reduction, in manufacturin 
levels is going to result in any half-cent reduction per quart in flui 
milk prices at retail to consumers. 

We think that is a bad thing, because people are a little bit touchy 
about the business of milk prices as such. hey use fluid milk every 
day. They pay for milk every day. And we think it is quite inappro- 
priate to tier that all of the price of the fluid milk at retail is due 
to our price-support ern, and that if it were not for our support 
program, the fluid milk retail price would be much lower. 

There is another thing in connection with the policies of the Depart- 
ment of Agriculture which gives us very serious misgivings, and one 
with which we disagree very much. 

We think, and we think the figures show beyond peradventure of 
a doubt, that the Department of Agriculture follows one price policy 
in respect to fluid milk markets and it follows a different price policy 
in respect to manufacturing milk markets. 

Now, if the laws are so organized and so developed and are on the 
books in such fashion that a different policy was mandatory under 
those laws, we would not argue about it. But fluid milk prices are 
fixed on the basis of economic factors. That is in section 18 of the 
Agricultural Marketing Agreement Act of 1937. The Secretary is 
ordered to fix prices that will reflect economic factors and assure a 
sufficient supply of pure and wholesome milk and be in the public 
interest. That is not the exact quotation. My memory is not good 
~o to quote legal language verbatim. However, that is the gist 
of it. 

The Cuarrman. Is it not a fact, though, that the real costs of manu- 
facturing are always cheaper than the raw product consumed di- 
rectly, like in the case of milk? You would not expect the price of 
milk to the consumer to be us low as that which is sold to the manu- 
facturing milk and cheese and butter plants. 

Mr. Rerp. Oh, no. We are talking in terms of relatives, sir. Let 
me finish one thing and then I will come back to that. 
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Under section 201 of the Agricultural Act of 1949 the price cri- 
terion is 75 to 90 percent of parity at such level as the Radbetary 
deems necessary to assure an ample supply. 

The CHatrman. Now, that applies not only to milk, but butter 
and cheese. 

Mr. Reep. That applies to our manufacturing milk and butterfat. 
And in fluid milk I quoted parts of section 18 which has, we think, 
the same basic criteria. 

Now, what happened? Whenever we run into a surplus we get 
our prices reduced on manufacturing milk. We have got more than 
enough to assure an adequate supply. And they say under the law 
they cannot do anything else. 

All right. But what happens in the fluid-milk markets? Many 
of them have huge surpluses and their prices are not cut to the bone. 

The Cxatrman. That is because of marketing agreements. That 
is the difference. 

Mr. Reep. That is right. Now, we are not arguing that the fluid- 
milk producers should go out here and take a reduction in price, 
and I want to make that clear. We may well think in some of these 
markets their prices are too high, but that is their business. They 
have this order program, and the Secretary is administering it, and 
he is administering it under the same price criteria that we have. 

What we say is if you maintain relatively high prices under one 
program, you should maintain relatively the same prices under the 
other. And we think if you do not do that, it is price discrimination. 

Senator Humpurey. Particularly when the measurement is an 
adequate supply. And that is the point of your argument. 

I notice you have on page 8 a request of the committee that we 
inquire of the Secretary, as you put it here—if we would secure from 
the Secretary an expression of his reasons for the very evident prac- 
tice of price discrimination against manufacturing milk and butter- 
fat producers, using this “adequate supply” criterion in both the fluid 
milk markets and the manufacturing milk markets. 

I think we ought to find out for the benefit of this record why on 
the one hand in the Federal marketing orders the Secretary does not 
invoke his powers on the basis of adequate supply criterion, and yet 
in the manufacturing milk, he does. 

I am not one who thinks that fluid-milk prices are exorbitant. You 
know that, Mr. Reed. You and I have discussed this privately in your 
representations on behalf of your members. But I do feel that if the 
criteria is to be “adequate supply”, if that is the measurement used to 
adjust these prices at the discretion of the Secretary, we ought to find 
out why he made a downward adjustment on manufacturing milk and 
did not apply the same yardstick in Federal marketing areas where 
you indicate in your testimony there is substantial surplus of other 
than class I milk—right ? 

Mr. Reep. That is correct. Or we can turn the question around. 
“Tf you, Mr. Secretary, consider this to be an appropriate price in 
fluid-milk markets with this big surplus, why, then, do you treat us 
any differently and lower our prices ?” 

Senator Humrpnrey. I hope we will get that information. 

Mr. Reep. Incidentally, Senator Humphrey, we have asked for rea- 
sons for this quality in price policy many times, and we cannot get an 
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answer. At least we cannot get one that looks to us to be a reason- 
ably good and statistically justifiable answer. 

Now, I put together some figures from published information of the 
Agricultural Marketing Service, taking 63 fluid-milk markets in 1956. 
I classified those according to the percentage of surplus milk, or rather 
the percentage of their total receipts of regulated handlers from pro- 
ducers sold as class I or fluid milk. Four of those markets showed 
between 40 and 50 percent class I; 9 showed 60 to 70 percent class I; 
23 showed 70 to 80 percent class 1; 17 showed 80 to 90 percent class I; 
and 8 showed over 90 percent class I. 

In other words, you have the whole range, clear up to markets that 
are not heavy surplus markets. 

In the cities of New York and Boston alone producers delivered 10 
billion pounds of milk—those are regulated markets, under orders. 
And that was 10 billion out of the total of 31 billion pounds delivered 
under United States Federal market orders throughout the country. 
But over 5 billion pounds of that milk was surplus to fluid use. 

Senator Humpurey. Over 5 billion of the 10 billion ? 

Mr. Reep. Over 5 billion of the 10 billion. 

Now, were those prices reduced? No, they were not. And that is 
why we want this answered. 

We think that in view of this whole situation, that the equities of 
the situation, the economics of the situation, all justify at the very 
minimum this Congress passing a resolution to hold these prices for 
manufacturing milk and butterfat where they are. And we think 
also that some of the things of which we complain should be the sub- 
ject of inquiries by this committee. Because I tell you we certainly 
cannot get the answers ourselves. 

Now, maybe we are biased, but there does not appear to be any 
answer to it. Facts are facts. 

Senator Humpurey. Mr. Reed, I am going to have to leave now. 
I have studied your statement and I value the information that you 
have given to me as an individual Senator on this very important 
subject matter. I have always found your information to be accurate. 

Mr. Reep. Thank you, sir. We try to make it accurate. There is 
no use trying to ee with figures. 

Now, you have my recommendation that you maintain these price 
supports. If in your judgment you think they can go higher, that is 
fine. But at the minimum let us maintain the price supports where 
they are. Let us find the answers on this duality of price. Let us 
continue our foreign dispostion, extension of Public Law 480, our 
school milk program, our brucellosis program. And later on, when 
the time is appropriate, during this session, and you on this committee 
have time, let us all get together and work and hold good, lengthy 
full-dress hearings on various proposals for broad dairy programs. 

Senator Humpnurey. That is the intention, as I understand it. 

Mr. Reep. Thank you very much for your courtesy, gentlemen. 

Senator Humpurey. Thank you, Mr. Reed. 

The Cuatrman. Thank you, Mr. Reed. 

I wish the record to show that Mr. Fistere, who was scheduled to 
testify this morning, was not present, and that if he desires to file 
a statement for the record, that permission will be granted to him. 

The committee will now stand in recess until Thursday morning at 
10 o’clock to hear from the wheat producers. 
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(Whereupon at 12:47 p. m., the committee adjourned, to reconvene 
at. 10 a .m., Thursday, February 27, 1958.) 


STATEMENT FILED By Mrs. GRACE McDONALD, EXECUTIVE SECRETARY, AND WALTER 
SIMcICH, RESEARCH CONSULTANT, CALIFORNIA FARM RESEARCH AND LEGISLATIVE 
COMMITTEE 


On January 9, 1958, we wrote Secretary of Agriculture Ezra Taft Benson, 
protesting his proposed April 1 cut in dairy supports. That letter contained 
most of our objections to the price reductions. It is attached for inclusion in 
your record as part of our statement in these hearings in behalf of our grade 
A and B dairy members in California. 

The Secretary has operated on the theory that lower farm prices will bring 
about a balance in supply and demand by causing farmers to decrease produc- 
tion. The history of his program shows that exactly the opposite has taken 
place. Farmers tried to cope with the lower margin on each unit of production 
by increasing the number of units they produced in order to maintain income 
levels needed to meet fixed costs. 

The proposed dairy-price cut is destined to have the same result. In Cali- 
fornia, dairy representatives estimated the recent $3.44 price will be dropped 
to $2.915. Although total production costs are $4.24 per hundredweight, actual 
cash costs of $2.60 will still leave a slight margin over out-of-pocket expenses. 
Some grade B producers will be forced out, while others will expand their herds 
to make up for the cut in income. Rather than reduce the surplus, the price 
reduction may very well aggravate it. 

Industry has recently used mass layoffs of workers to achieve a supply- 
demand relationship which will insure it the most profitable operation. Their 
control of the market is such that for the first time in our history prices of 
manufactured goods have continued a spectacular increase at a time when 
supply was substantially in excess of demand. 

We must recognize that dairymen and farmers generally are not able to 
exercise even a semblance of this type of control over production and marketing. 
In lieu of any self-regulatory powers, dairying has been dependent on the price- 
support pregram for a minimum degree of stability. 

The $116 million cost of dairy supports in 1957 has been negligible to the 
American people when compared to the increased costs to consumers (including 
farmers) which have been administered by manufacturing industries, including 
those involved in food processing and distribution. 

This difference in ability to bargain in the market is reflected in USDA’s 
compilation of prices paid and prices received by farmers on January 15, 1958. 
While overall prices paid by farmers were 301 percent over 1910-14, the prices 
they received for their products were only 247 percent higher. This relationship 
constituted 82 percent of parity. 

Price paid would have been considerably higher than 301 percent over the 
base period had it not been for the relatively lower increases of most production 
items which came primarily from farms: Feed, 193 percent; fertilizer, 152 per- 
cent ; and seed, 209 percent over 1910-14. 

Despite this, the prices-paid index rose to 301 percent largely because of the 
impact of the comparable price levels of manufactured items such as motor 
vehicles, 421 percent; building and fencing materials, 391 percent ; farm machin- 
ery, 358 percent; and housebuilding materials, 409 percent. It is also note- 
worthy that tax rates being paid by farmers are now 464 percent higher than 
they were in 1910-14. 

The virtual removal of the support program, as advocated by Benson recently 
in calling for authority to lower supports to 60 percent of parity (about $2.40 
per hundredweight national average for 3.95 percent butterfat milk), would be 
an unmitigated disaster to all except the largest and best financed farmers, The 
probable effect on dairymen would be similar to the functioning of the Secre- 
tary’s cherished “free market” conditions in other portions of our agriculture. 
One illustration of this is a recent 30-percent reduction in turkey prices precipi- 
tated by a 2-percent rise in turkey production. 

Until dairymen develop the means for exercising some kind of control over 
their production and marketing problems, continuation of supports at least at 
present levels is essential for the family farmer. It is also very much in the 
public interest from a number of standpoints. First, with unemployment grow- 
ing daily, the continued rapid displacement of farmers into the urban job 
market can have a disastrous impact on the entire economy. In 1957, Benson’s 
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policies removed 1,861,000 people from the farm population compared to a 
500,000 rate of decline annually since 1953. 

Secondly, the Nation’s long-range economic health can best be served by preser- 
vation of family farms in order to prevent monopolistic price-setting developments 
under which integrated producing-processing-distribution interests will adminis- 
ter food prices at arbitrary levels as effectively as it is now done by industry. 

The dairy industry has developed a self-help proposal which is now before 
Congress in the form of H. R. 10043 (Abernethy) and 8.3125 (Humphrey-Wiley). 
It is a producer-administered program which would dispose of moderate sur- 
pluses through the use of funds collected by a maximum assessment of 25 cents 
a hundredweight on all milk. Should surpluses threaten to become excessive, 
they would be effectively restrained by being forced to bear the brunt of the 
financial burden. This would be done by imposing a heavy special assessment on 
that portion of a dairyman’s production which is surplus production. 

This self-help program is subject to producer referendum. While it aims ata 
price of $3.86, its cost to Government would be negligible. It would provide clear 
economic guideposts to dairymen under which they could plan their operations to 
yield a decent living for their families. The proposal also incorporates safe- 
guards to prevent excessive producer prices. 

We favor legislation which will yield a national average price to equal total 
cost of production. We urge the adoption of the self-help dairy legislation along 
with the proposal to provide deficiency payments out of assessment funds up to 
$3,000 annually in the event market prices should drop below support levels as 
outlined in 8. 2952 (Proxmire). Such deficiency payments would be paid only 
to producers who complied with production limitations required to prevent 
excessive surpluses. 

Senator Proxmire’s bill also incorporates a food-allotment plan which should 
be adopted in order to insure that low-income families will be able to maintain 
an adequate minimum nutritional diet including milk and milk products. 

We urge the reenactment of a school milk bill on a permanent basis and 
appropriation of adequate funds to allow for the expansion in school enroll- 
ment. Although consumption programs such as this are of obvious benefit to 
dairymen, we fail to find the slightest justification for the Secretary's attempt 
to charge the full cost of such programs to dairy supports. 

Finally, we support passage of a brucellosis eradication bill along the lines 
of that introduced recently by Congressman John McFall of California. This bill 
would double maximum Federal payments to $50 for each grade animal de- 
stroyed and $100 for each purebred lost. California dairymen have suffered 
substantial losses in this area recently. 


Excerpts FroM SENATE JOINT RESOLUTION 1 RELATIVE TO MILK PRICE Sup- 
PorTS, ADOPTED FEBRUARY 4, 1958, By CALIFORNIA STATE LEGISLATURE 


Whereas * * * California dairy farmers receive 40 percent of their income 
from milk on the basis of factory milk prices and the proposed lowering of 
supports will reduce dairy farm income in California by more than $7 million 
in 1958 with the reduction affecting 40 percent of the milk supply produced in 
California ; and 

Whereas, 70 percent of dairy producers in the State would be directly af- 
fected by such a change and the resultant consequences would also seriously 
affect the other 30 percent of the producers in this State; and 

Whereas legislation is now being proposed for consideration by Congress 
which would to a large extent eliminate the dairy farmers’ problems: Now, 
therefore, be it 

Resolved by the Senate and Assembly of the State of California, jointly, That 
Secretary Benson of the United States Department of Agriculture be respectfully 
memorialized to withhold putting into effect any change in the existing dairy 
price supports until such time as the United States Congress has had an op- 
portunity to study the problems of the dairy farmers and to consider and act 
upon proposed legislation to solve these problems. * * * 
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CALIFORNIA FaRM RESEARCH AND LEGISLATIVE COMMITTEE, 
Santa Clara, Calif., January 9, 1958. 
Hon. Ezra Tart BENSON, 
Secretary of Agriculture, Washington, D.C. 


Dear Sir: In behalf of our dairy members, we strongly urge you to shelve your 
recently announced intention of lowering the dairy product support levels to 75 
percent of parity on April 1, 1958. 

The consequences of your proposed action are of the most far-reaching nature. 
It is generally construed to mean a cut of from 23 cents to 25 cents per hundred- 
weight on milk used for manufacturing purposes and an aggregate loss of 
around $250 million annually to United States dairymen. 

Dairying in California ranks fourth in the Nation. It constitutes the largest 
single portion of the State’s agricultural economy with a farm value of $330 
million in 1956. Within our State, over 40 percent of all milk produced during 
the first 8 months of 1957 failed to find a class I outlet. Although the surplus 
declines during the final 4 months of the year, it is safe to say that California 
dairymen will suffer the reduced price on well over one-third of their production. 

To those engaged only in manufacturing milk production, the effect will be 
disastrous. As a result of previous reductions in dairy supports during your 
tenure of office, many producers have already lost their means of livelihood. 
Others have managed a precarious survival by eliminating hired help and by 
taking part-time employment such as pruning on neighboring farms. 

Many grade B producers have in desperation greatly enlarged their indebted- 
hess by converting their operation for grade A production. This has resulted 
in reducing the average class I usage by dividing a relatively fixed market 
amongst a larger number of grade A producers. 

The latest statistics bear out this continuing trend toward increasing the 
average grade A dairy’s surplus. In the first 8 months of 1957, California’s 
manufacturing milk production was 10.5 percent below the same period in 1956. 
At the same time, market milk production rose 11.2 percent. However, in spite 
of a record population increase, the rise in class I usage came to only 6.4 per- 
cent. 

It is our belief that your proposed action will precipitate a stampede of grade 
B dairymen into grade A production. This conversion will involve financing 
heavy capital investments which these producers are in no position to undertake 
in view of their depleted resources and the tight-money situation. Furthermore, 
the contracts they will receive from distributors will offer very low guaranties 
of class I usage. 

Market milk producers, who in some parts of the State already market the bulk 
of their milk as surplus, will experience further declines in their power to bar- 
gain with distributors. 

On top of all this, there have been a number of newspaper reports to the 
effect that your office is seeking authority to reduce support levels to 60 percent 
of parity and that indications are that the administration looks with favor upon 
such action. 

The human costs of this type of a farm policy are vividly illustrated in the 
fact that millions of farm families have already been eliminated from the scene 
during the last 5 years. Frequently, they have lost not only their means of 
livelihood but also part or all of their capital investment. 

In view of the fact that dairy families constitute such an important segment 
of our farm population, we urge you to put aside the proposed cut in dairy 
product supports until Congress can examine the situation to determine whether 
a more constructive approach to the situation can be found. 

Sincerely, 


x 





